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SMALL-BUSINESS PARTICIPATION IN GOVERNMENT 
PROCUREMENT—1958 


WEDNESDAY, JULY 23, 1958 


Untrep States SENATE, 
SUBCOMMITTEE ON GOVERNMENT PROCUREMENT 
OF THE SELECT COMMITTEE ON SMALL BUSINEsS, 


Washington, D.C. 


The subcommittee met, pursuant to notice, at 10:18 o’clock a. m., in 
room 457, Senate Office Building, Washington, D. C., Senator George 
A. Smathers, presiding. 

Present: Senator Smathers. 

Also present: Walter B. Stults, staff director; William T. Mc- 
Inarnay, staff counsel, Harry Frazee, legal assistant to Senator 
Schoeppel, Roy H. Millenson, legislative assistant to Senator Javits. 

Senator SmatHers. The meeting will come to order. 

Off the record. 

(Discussion off the record.) 

Senator SmatTuers. On the record. 

I would like to say to you that these hearings were called prior to 
the landing of troops in Lebanon. After we had heard of that occur- 
rence we sent word over to you people through Mr. Peek, my adminis- 
trative assistant, that if these hearings would in any way interfere 
with the work that you had to do in connection with the landing of 
troops in Lebanon, or what might be anticipated therefrom, we would 
be very happy to postpone them so that you might go about what all 
of us would obviously recognize as more important work. 

I was delighted, however, to hear from the representatives of the 
departments that they were prepared to make their appearances here, 
that they felt that the other aspect of their job was in such good shape 
and in such good hands that they could go forward with these hear- 
ings without impairing our efforts there. It was then that we decided 
to go forward. 

I just wanted to make that statement as part of the record so that 
everyone might know that we had proceeded with these hearings 
only after a consideration of what was going on in the Middle East. 

This is the first of 2 days of public hearings scheduled by the Sub- 
committee on Government Procurement of the Senate Small Business 
Committee. 

During the course of these hearings we shall hear testimony con- 
cerning the small-business programs currently being conducted within 
the Department of Defense, and the military services. Also scheduled 
to testify are representatives from certain of the civilian agencies, 
who have not had an opportunity to appear before this subcommittee 
since 1956, but they have vicividled: this committee with written reports. 


1 








2 SMALL BUSINESS PROCUREMENT PROGRAMS 


This committee has traditionally held hearings at the close of each 
fiscal year, in order to receive reports from representatives of the 
executive branch on the current status of their small-business pro- 
grams and to learn of their accomplishments and improvements 
achieved during the year. 

Subsequent to the hearing, the committee studies the testimony 
given and files a report containing certain recommendations for im- 
provement of the programs. 

I am going to skip over my prepared statement and, without objec- 
tion, make it a part of the record. I do this in the hope that by 
example I might encourage some of you who are to testify to do the 
same thing. 

I would just say this: Statistics continue to show us that the small- 
business share of defense contracts is apparently following a steady 


decline and that is of great concern to us. When I say “us,” I mean 
not only this committee but the entire Congress. 

All of you no doubt saw this past week where the House of Repre- 
sentatives passed legislation providing for additional tax relief to 
small business. The bill has not yet come to the Senate, but I have no 
doubt that it will pass in the Senate.’ 

The reason such action is being taken is to help small business, 
because the Congress recognizes the essentiality of small business to 
our entire economy, and we are anxious that the Defense Department 
do likewise. 

(The prepared statement, in full, of Senator Smathers is as follows :) 


OPENING STATEMENT BY SENATOR GEORGE A. SMATHERS, CHAIRMAN, GOVERNMENT 
PROCUREMENT SUBCOMMITTEE, SENATE SMALL BUSINESS COMMITTEE, JULY 
23, 1958 


This is the first of 2 days of public hearings scheduled by the Subcommittee 
on Government Procurement of the Senate Small Business Committee. During 
the course of these hearings we shall hear testimony concerning the small- 
business programs currently being conducted within the Department of Defense, 
and the military services. Also scheduled to testify are representatives from 
eertain of the civilian agencies, who have not had an opportunity to appear 
before this subcommittee since 1956. 

This committee has traditionally held hearings at the close of each fiscal year, 
in order to receive reports from representatives of the executive branch on the 
current status of their small-business programs and to learn of their accomplish- 
ments and improvements achieved during the year. Subsequent to the hearings, 
the committee studies the testimony given and files a report containing certain 
recommendations for improvement of the programs. A review of the recom- 
mendations made by the committee over the past 7 years contrasted with the 
problems which, even today, hamper the effectiveness of the various programs, 
leads one to the inevitable conclusion that progress is certainly not your most 
important product. In 1954, for example, this committee was encouraged by 
those who recognized a growing place for small business in the field of research 
and development. And what is the record? Four and three-tenths percent of 
research and development contracts awarded to Small business in fiscal year 
1957; a mere 3.2 percent in the first 10 months of fiscal year 1958. 

Awards to small business in other areas present no greater reason to be 
encouraged. Department of Defense prime contract awards to small business 
during the first 10 months of fiscal year 1958 declined to 15.8 percent com- 
pared to 17.7 percent during the same period in fiscal year 1957. This apparently 
slight decrease percentagewise represents a $282 million loss to small business in 
its quest for Government procurement opportunity. 


1 Reference is made to title II of H. R. 8381, Small Business Tax Revision Act of 1958, 
which became Public Law 85-866, approved September 2, 1958. 
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Many reasons have been proposed by the Department of Defense to justify 
the shrinking participation of small business in its procurements. Chief among 
these is the increasing complexity of advanced weapons, incapable of production 
by small business. We do not deny that this, as well as many other develop- 
ments, contributes to the difficult task of projecting the small-business policy 
of Congress into the overall procurement operation. It is imperative, however, 
if small business is to become a working partner in our industrial mobilization 
effort, that we accelerate the adaptation of sound small-business policies to keep 
pace with the rapidly changing procurement requirements of the Defense 
program. 

The Assistant Secretaries, and others charged with procurement responsibili- 
ties, have consistently, and, we believe, sincerely espoused the cause of small 
business in hearings before this committee. Recent Department of Defense 
directives regarding rapid tax amortization, and Government-owned industrial 
facilities and production equipment, are but two of the many positive steps 
taken to help increase the use of small-business facilities. The fact remains, 
nevertheless, that small business is getting less of the Defense dollar today 
than it has in the 8 years this committee has been in existence. Wholehearted 
endorsement of the program by the Assistant Secretaries is no substitute for 
dollars in the hands of small-business employees and their families. 

There are, in my judgment, some basic flaws in the Department of Defense 
small-business organization which undermine the efforts of those conscientious 
advocates of the program. Fundamental among these is the lack of real author- 
ity of the small-business advisers in their relations with the procurement direc- 
torate. This condition is most acute within the military services. Another 
organizational defect, a corollary of the first, is the lack of communication and 
coordination between the small-business advisers and the small-business spe- 
cialists in the field. These are some of the problems in which the committee 
staff will be interested when it begins its field investigation this fall. 

Speaking for every member of the committee, I know we can depend on your 
cooperation in effecting greater use of small-business concerns throughout the 
country. I firmly believe that the procurement requirements of the various 
executive branches can be adequately met while still carrying out successfully 
your small-business program. 

We are happy to welcome as our first witness today Mr. Andrew W. Duncan, 
Director of Small Business Policy, Department of Defense, who will testify on 
behalf of the Honorable Perkins McGuire, Assistant Secretary of Defense. We 
are equally happy to welcome the Assistant Secretary of the Army, the Honor- 
able Frank Higgins, who will speak to us following Secretary McGuire’s state- 
ment. 


Now, our first witness today is Mr. Andrew Duncan, who is the 
Director for Small Business Policy of the Department of Defense. 

We are glad to have you, Mr. Duncan, and you may proceed. 

Mr. Duncan. Thank you, sir. 


STATEMENT OF ANDREW W. DUNCAN, DIRECTOR FOR SMALL BUSI- 
NESS POLICY, OFFICE OF THE ASSISTANT SECRETARY OF DE- 
FENSE (SUPPLY AND LOGISTICS), ACCOMPANIED BY BEN G. 
HUFF, DIRECTOR OF REVIEW AND SERVICES; HARRY R. VAN 
CLEVE, OFFICE OF THE ASSISTANT GENERAL COUNSEL (LOGIS- 
TICS) ; GRAEME C. BANNERMAN, DIRECTOR FOR PROCUREMENT 
POLICY; R. B. WHITING, ASSISTANT STAFF DIRECTOR FOR 
MATERIALS AND STATISTICS; AND J. M. ROBERTSON, ASSISTANT 
DIRECTOR FOR SMALL BUSINESS POLICY 


Mr. Duncan. Mr. Chairman, the chairman has expressed the aware- 
ness of the members of the committee that events in the Middle East 
have imposed extraordinary and urgent tasks upon the Department of 
Defense. These tasks involve complex and difficult logistics problems 
of the first order of importance. Because of the demands these matters 








4 SMALL BUSINESS PROCUREMENT PROGRAMS 


are making upon Secretary McGuire, he has arranged through the 
committee staff to be excused from testifying today, and to have his 
statement read by me, the Director for Small Business Policy. 

Secretary McGuire has asked me to convey to the cnaaee of the 
committee his deep gratitude for their appreciation of his position and 
to express his regret that he cannot be present in person to participate 
in the discussion of the small-business program. 

I will read Secretary McGuire’s statement. 

Senator Smatuers. All right, sir; you go right ahead. 


STATEMENT OF HON. PERKINS McGUIRE, ASSISTANT SECRETARY 
OF DEFENSE (SUPPLY AND LOGISTICS), AS READ BY ANDREW W. 
DUNCAN 


Mr. Duncan. Mr. Chairman, as the committee knows, I filed last 
week an overall report on our current small-business programs and 
policies * and will read today a summary statement covering some of 
the more significant points in the overall report. 

Total procurements from business firms from July 1957, through 
May 1958, were $17,146,261,000. 

Small business received awards totaling $2,769,791,000, which is 
16.2 percent of the total. 

The small-business percentage of total awards for the corresponding 
part of fiscal 1957 was 18.9 percent of the total. The May figures are 
preliminary figures. We do not have the June figures yet, but the 2 
preceding months indicated an improvement from the earlier portion 
of the year, with 26.1 percent in April and 18.6 percent in May. The 
total dollar awards for April and May were also high, av eraging over 
$400 million for the 2 months. 

Although the percentage for fiscal year 1958 as a whole may not reach 
the average of 19.8 percent of fiscal year 1957, I think that we will get 
a further substantial increase in the amount of prime contract funds 
awarded to small business in June. 

I am glad to say that the reports on subcontract payments to small 
business continue to hold at the high level established by the re- 
ports first filed with your committee Tast year. Two 6-month period 
reports have been received since the last general procurement hear- 
ing. These reports cover calendar 1957 and show that the reporting 
contractors paid out $3,649,542,000, or over 20 percent of their total 
military receipts, to their first-tier small-business subcontractors, 

With prime contract awards to small business of $3,391,678,000 
in calendar 1957, it will be seen that over $7 billion of miltary pro- 
curement funds went to small-business firms in prime or subcontracts 
in calendar 1957. 

Gratifying though the subcontracting figures are, we hope to see 
them improved. One of the ways in w hich we are ‘seeking to make 
the subcontracting program more productive for small business is 
through the subcontracting study jointly undertaken with SBA. The 
study ‘of subcontracting pr -actices at Faire hild, General Motors, Chrys- 
ler Corp., and Magnavo ox has been completed, and the other companies 


to be included will be studied by August 8. 


1 The report is reproduced in this record, beginning p. 11. 
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We are presently scheduling final report and recommendations for 
September 1. We hope that it will be possible to develop a manual 
of subcontracting practices which would prove to be a useful guide 
to prime contractors in improving their subcontracting to small busi- 
ness, and especially useful to those prime contractors who do not now 
have any substantive small-business subcontracting program. 

One of the aspects of our work which produces increasingly tangi- 
ble results is the small-business set-aside program. The fiscal 1958 
total through May was $888,130,590, and there seems to be good rea- 
son for expecting that the complete fiscal year figure will be over a 
billion dollars. 

Included in the above totals are the figures on petroleum, oil, and lu- 
bricant set-asides. These set-asides were initiated as a result of action 
taken by my office to enable small business to have maximum possible 
participation in petroleum, oil, and lubrication procurements, 

In the first three quarters of fiscal 1958, this program resulted in 
petroleum, oil, and lubricants (POL) awards of $214,238,000, or 30.5 
percent of total POL purchases, going to small business. Total POL 
set-asides for the first three quarters of fiscal 1958 were $53,426,846 ; 
for the entire year POL set-asides total $100,068,304. 

Your committee has indicated a special interest in the work done 
on behalf of small business in the field of research and development. 
While the military departments will be in a position to discuss this 
in detail, I wish to touch briefly on some of their more significant 
accomplishments, 

All of the services are working closely with my office on the sub- 
ject of getting to qualified and cleared small businesses the classified 
information which is frequently important in placing a company in a 
position to make classified research-and-development proposals. The 
action of the Air Force, which has held a total of 42 research-and- 
development symposia to date, seems to merit special mention. The 
Air Force’s Dallas symposium held the early part of this month 
was the largest held thus far, being attended by some 1,200 representa- 
tives of companies of all sizes. 

The release of technical program planning documents to business 
firms helps them to keep in touch with and therefore plan toward our 
prospective research and development needs. 

The effectiveness of the steps taken in this field is demonstrated by 
the fact that 155 of the 500 contractors receiving the greatest total 
volume of research and development contracts in fiscal 1957 were 
smal] businesses. There were 356 small firms which received research 
and development contracts in fiscal 1957 that did not have any de- 
fense research and development contracts in fiscal 1956. 

Under the terms of Armed Services Procurement Regulation 
(ASPR), section IX, part 2, which became effective July 9, 1957, and 
affected all research and development contracts made thereafter, re- 
search and development contractors must furnish to us the data neces- 
sary to enable manufacture of the equipment or performance of the 
process resulting from the research and development work. 

We are confident that this provision will stimulate competitive pur- 
chases in the future. Because of the difficulty of evaluating the re- 
sults of this program statistically, it is not possible at this time to 
state in exact terms what results have flowed from this policy. 
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Last year your committee commended the instructions of the Sec- 
retary of the Navy stipulating that in the awarding of research and 
development contracts, preference would be given “to that business 
firm, large or small, considered to have the highest competence in the 
specific phase of science or technology required for the successful con- 
duct of the work. 

The soundness of this principle is now considered sufficiently 
proven by the Navy’s experience so that a memorandum on the sub- 
ject is presently undergoing coordination toward the end of applying 
the principle throughout the Defense Department. 

The committee is generally familiar with our activity in the dis- 
semination of procurement and technical information. During the 
past year, we have considerably expanded our coverage of the ‘busi- 
ness community, and we are receiving very active cooperat ion toward 
this end from the Small Business Administration and the Depart- 
ment of Commerce. 

As the subject was covered in some detail in the missile hearing,? I 
shall not go into it further at this time. 

Also, since last year’s procurement hearings, we have revised, con- 
solidated, and republished How to Sell and Purchased Items, pam- 
phlets of general procurement information. 

The committee has indicated particular interest in the formation 
of combinations of small businesses designed to make proposals for 
the development or production of items so complex as to tax the ca- 
pabilities of one small company. 

My office has encouraged the military departments to assist the 
formation of such combinations to the maximum practicable extent. 
It is too early for the emergence of definite or predictable patterns, 
but there is enough tangible accomplishment at present to indicate 
that this procedure offers substantial benefits to those who are able to 

utilize it. The military departments will be prepared to discuss this 
subject further. 

In concluding this brief summation about our program, I wish to 
add that it is my view that the small-business program of the Depart- 
ment of Defense has, over the years, been one of the most thorough- 
going and active programs within our Department. The size of the 
program and the complexity of the countless problems involved in 
our efforts to provide small-business suppliers with a fair share of 
defense procurement dollars are, fortunately, well understood and 
appreciated by this committee. 

It is our objective to continue at all times to seek improved ways and 
means to assure full opportunity to the small-business community, con- 
sistent with our basic mission of providing for the national security. 

Senator Smatuers. Thank you very much, Mr. Duncan. 

I think that is a good statement from Mr. McGuire. I would s 
that he always makes good statements. Most all of you fellows red 
The only disappointing thing is that sometimes the statistics don’t com- 
pletely back up your statements. 

We appreciate the statements, nonetheless, and I am satisfied that 
Mr. McGuire and yourself are genuinely concerned about this problem 
of getting more business for small business. We appreciate that. 


2The Role of Small Business in Defense Missile Procurement—1958, hearings before 
Subcommittee on Government Procurement of the Senate Select Committee on Small Busi- 
ness, April 29, 30, and May 1, 1958, 85th Cong., 2d sess. 
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Counsel here wants to ask you a few questions. 

Mr. McInarnay. Referring to the full report, Mr. Duncan, on page 
1, Secretary McGuire notes encouragement at the higher end-of-year 
trend. In the first 10 months of fiscal year 1958, prime contract 
awards to small business decreased by 1.9 percent from the level of 
the same period in 1957. I understand at the end of 11 months this 
decrease rose to 2.7 percent. 

The record of previous years shows the following : 1951, 20.9 percent ; 
1952, 17 percent; 1953, 16.6 percent; 1954, 25.3 percent; 1955, 21.5 
percent; 1956, 19.6 percent; 1957, 19.8 percent. 

The first 11 months of 1958, 16.2 percent. Do you find any great 
encouragement in the DOD small-business record achieved thus far? 

Mr. Dunoan. Let me state, sir, that the intention of that statement 
was to call attention to the fact that the figures for the last 2 months 
which were reported, were higher than those for the preceding 9 
months. 

Mr. McInarnay. That is true, but in June, isn’t it a fact that 
normally small business, due to the rush in buying, gets less percent- 
agewise ¢ 

Mr. Duncan. I would rather let Mr. Whiting * answer that question. 
With his long experience, he has more familiarity with the exact 
effects of last-minute buying. 

Mr. McInarnay. I think it is pretty much of a fact that in June 
the percentage decreases. 

Mr. Duneoan. It doesn’t always. Dollars usually go up and the 
percentage sometimes come down. The percentage fluctuates, how- 
ever, depending on what is actually bought and also depending on 
cancellations. 

Mr. McInarnay. On page 3, at the bottom of the page, speaking of 
set-asides, I understand that table represents joint set-asides. 

Is that true? 

Mr. Duncan. That is correct. 

Mr. McInarnay. What is being done in the Department of Defense 
in the unilateral set-aside program ? 

Mr. Duncan. We will have reports on that, beginning in July. 

Mr. McInarnay. You are going to institute a reporting system on 
unilateral set-asides ? 

Mr. Duncan. That is correct, yes; at the request of the committee. 

Mr. BANNERMAN. I think the record should be made clear that uni- 
lateral set-asides are now being made. The only problem is we don’t 
have an adequate reporting system at the present time. We will have 
as of July 1. 

Mr. McInarnay. Referring to page 4 of the complete report of 
DOD, what, specifically, has been done by the Department of Defense 
to “encourage” the services in the use of production pools? 

Mr. Duncan. For quite some time, this subject of production pools 
has been a matter of active study in the Office of the Secretary of 
Defense, both with SBA and with the—if I may go into this at a 
little length—both with SBA and with the military departments. 

The experience of SBA during the last conflict, the Korean conflict, 
was that there were 14 to 16 effective production pools established. 


*R. B. Whiting, Assistant Staff Director for Materials and Statistics, Office of the 
Assistant Secretary of Defense (Supply and Logistics). 
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Of course, production pools were the forerunners of our team concept 
and production pools. They had been extremely spotty in their per- 
formance. A great deal depends on the individual companies in the 
pools, and, upon reviewing this whole situation—and you are familiar 
with the fact that we have had some correspondence with Senator 
Smathers concerning this subject and we have had correspondence 
from Senator Smathers indicating his deep interest in the subject— 
upon reviewing this it was ascertained that the only way in which 
effective work can be done along this line is by encouragement of 
individual companies to make their own individual arrangements and 
to develop strong groups with strong individual management. 

At the present 1 time, there are e about 2 or 3 production pools actually 
legally in being and ready to bid. 

There are 2 or 3 more production pools. I am distinguishing now 
from team concept—there are 2 or 3 more production pools which 
are inchoate and can be reactivated on short notice should some- 
thing come along they wanted to bid on. 

As the team concept has been developed we have worked closely 
with the Air Force and with the other services. The team concept 
has been developed partly through the urging of General Thurman, 
and you are familiar with his letters on this subject. I won’t attempt 
to supplement at the present point the detail which was furnished 
you on, I think, July 8, 1957, on the subject.* 

Suffice it to say that we have tr ied to get the services to go into this 
on the basis of individual companies, and that is the way it is going 
to have to be done. 

The Army has a very forward-looking project afoot through the 
St. Louis Ordnance District. They have several teams now under- 
way which they have helped form. 

There are 2 or 3 observations I should make about this, so as not 
to mislead the committee into feeling that we have a view that this 
offers unlimited possibilities. 

First, in many types of contracts, it is impossible, or probably very 
difficult if not impossible, for small companies alone to form a team 
which can effectively handle them. In other words, small companies 
can be part of a team but it may be that because of the tremendous 
number of personnel that is required, a large company will have to be 
brought in. 

Second, the primary initiative in a matter of this sort must come 
from the companies themselves, because if they don’t have that initia- 
tive and if they don’t form a good effective working team, nobody else 

can glue them together and make them effective. We can help them. 

We can give them information, and I might say that it must be borne 
in mind by any company that receives information of this sort that 
we must do for all companies what we do for any company, and we 
cannot in the spirit of favoritism put one company in the position 
where it would be thought that we are obligated to give them the 
contract or that we can put them by our actions into a position of 
preference in dealing with the military departments. 

Mr. McInarnay. Is specific action being taken to get the informa- 
tion across to the people who are our real concern here this morning, 


* Retained in committee files. 
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the small businesses? Is the Department of Defense taking the 
initiative to get out to these small businesses throughout the country 
and let them know that this is a principal manner in which they can 
more fully participate ? 

Mr. Duncan. Yes, it is 

Mr. McInarnay. Along the lines of getting information to small 
business mentioned on page 5 of the complete report, it is our under- 
standing that there are presently about 12 points of distribution for 
specifications. A task force study group recommended that these be 
consolidated into one and the only ‘objection ‘ame from the Depart- 
ment of Defense. 

Can you explain the thinking of DOD in raising this objection ? 

Mr. Duncan. M: y I ask Mr. Bannerman ® to answer that question ? 

Mr. Bannerman. I don’t know as I can answer the question with 
much precision as to why the DOD objected, but I think it would be 
very pointed to say that ‘at this time the intergovernmental task force 
is conducting a sur vey of all distribution of specifications to determine 
whether some more satisfactory arrangement can’t be made. The fact 
of the matter is we are lacking in detailed information as to exactly 
how specifications are currently distributed, and until this study is 
completed, it is not felt that adequate recommendations can be made 
for getting out a more suitable and assured distribution system. 

Mr. McInarnay. Didn’t the study group in fact go through this 
exercise and come up with a definite recommendation ? 

Mr. BanNerMAN. I know that the study group has not gone through 
the exercise of studying precisely how it is now handled, what per- 
sonnel are required, where specifications are distributed from, hte 
space requirements there are and, how many people are involved. 
(Questions of that sort have never been studied. That is being studied 
at the present time. 

Mr. McInarnay. Is it not a fact that there are presently about 
12 points of distribution throughout the country ? 

Mr. Bannerman. I can’t answer that question, Mr. McInarnay. 
I think actually the number is quite a lot greater. 

Mr. McInarnay. I might ask, Mr. Bannerman, who are the DOD 
representatives on the task force / 

Mr. Bannerman. I am one of them. Colonel Fickling in Mr. Me- 
Guire’s office is the other. 

Mr. McInarnay. Are either of you gentlemen a part of the small- 
business organization of DOD? 

Mr. Bannerman. The Small Business Administration has member- 
ship on the task force. 

Mr. McInarnay. I mean DOD small-business people. 

Mr. BAnNeRMAN. To answer your question, neither of us is in the 
Office of Small Business. However, Andy Duncan and I are very 
closely associated in everything we do, inc luding the work of the task 
force, and I again point out that the Small Business Administration 
is on the task force. 

Mr. McInarnay. What is your opinion of the task force centered 
as it is in a civilian agency being able to adequately advise the pro- 
curement policies of the Department of Defense ? 


5G. C. Bannerman, Director for Procurement Policy, Office of the Assistant Secretary of 
Defense (Supply and Logistics). 
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Mr. Bannerman. The task force has the job of adequately advising 
the procurement policies of the entire excutive branch of the Govern- 
ment, not just the DOD. I don’t know that their problems with respect 
to the Department of Defense are any different than those of other 
executive agencies. The fact of the matter is that we have member- 
ship on the task force and are cooperating in its work. 

Mr. McInarnay. Mr. Duncan, what in your judgment is the prime 
reason for the decline in awards to small business ? 

Mr. Duncan. I think the prime reason—and I would ask the people 
who are here with me to amplify this as may be necessary because 
with their experience they have seen this over a period of years—I 
think the prime reason is that there are certain items which simply 
do not lend themselves to production by small business, and that we 
have over a period of years of necessity turned more and more to the 
production and development of those items. 

Now, specifically I am talking about such things as aircraft and 
missiles. 

Senator Smatuers. What? 

Mr. Duncan. Aircraft, missiles, and certain major research proj- 
ects. If you buy more of those in proportion to textiles, subsistence, 
construction, and the like, things which are suitable for small business, 
then the small-business percentage has an inevitable downward ten- 
dency and if, of course, we diminish our procurement of things which 
small business, for one reason or another, has great difficulty producing 
then we would change that percentage upw ard. 

Would the accompanying witnesses like to amplify that? 

Mr. Bannerman. I would like to support what Mr. Duncan has 
said by saying that in my judgment one of the very important fac- 
tors, quite apart from the efforts we put into this program, that 
affects the percentage of awards to small business, is the mix of 
things we are buying in a given year. I think this is best illustrated 
by the figures you read, Mr. McInarnay, of the » percentage of business 
that had gone to small business over the last 7 or 8 years. It varies 
rather widely year by year, as you will notice. 

Mr. McInarnay. But always in a downward sort of way. 

Mr. BannerMaN. I think you read a figure of 16.6 percent for 
1954. 

Mr. McInarnay. 25.3 for 1954. 

Mr. BaNNERMAN. 1953, was it? There was a figure of 16.6 percent. 

My only point is that it hasn’t been downw ard ev ery year. It has 

n down some years, up others. I think if you were to keep a 
chart on it, perhaps what you say is correct as to the long-term trend. 
I wouldn't dispute that point. But the point is the annual mix has 
a tremendous effect on this. 

Mr. McInarnay. Then I take it your statements together, if there 
is any one thing we can pinpoint this on, it would be the advanced 
weapons that have entered more into the picture. 

Mr. Duncan. I think that is true, yes. We are both talking about 
the same thing. The complex weapons and major weapons which 
it is very difficult for small business to produce. 

Mr. McInarnay. Don’t you think this problem can be compensated 
for by a step-up in small-business participation in other types of pro- 
curement, by accelerating the set-aside program, for example? 
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Mr. Duncan. I think in part, I hope certainly, that we can com- 
pensate for this. Whether we can compensate entirely for it I think 
depends upon two factors. 

First, it would be the factor of how much we can accomplish in 
these other fields. In other words, how great our potential is. 

Second would be the factor of how much in the future we buy in 
the field of these major complex weapons. In other words, what 
Jim calls the mix. 

Mr. McInarnay. Putting the question in another way, if big busi- 
ness is necessarily favored in the advanced weapons program, isn’t it 
incumbent upon us to increase small-business work in other fields? 

Mr. Duncan. I certainly think we should do our very best to. 

Mr. Bannerman. [| think it is interesting to notice, Mr. McInarnay, 
from the figures in this report that the number of set-asides and the 
dollar volume of set-asides, the point you mentioned, has been expand- 
ing at the rate of—oh, just looking at the figures quickly I would say 
roughly 30 percent a year for the last 4 years. 

Mr. McInarnay. But it is true along those lines, isn’t it, that the 
set-aside actions now total about eight or nine thousand ? 

Mr. BANNERMAN. That is right. About 8,500 actions. 

Mr. McInarnay. And total actions in the Department of Defense 
amount to a million? 

Mr. BANNERMAN. Oh, but you are including in that total actions 
a lot of the small purchases, the less than $1,000 purchases which were 
never handled by a set-aside. I think the number of purchases over 
$10,000—what is the number for set-asides? 

Mr. Duncan. Ten, I think. 

Mr. BannerMAN. The total purchases which conceivably are the 
right size to be subject to set-asides are a great deal less than that, 
less than 100,000 total. And, of course, one of the things you have 
to find before you can make a set-aside is that there exists adequate 
competition to warrant restricting competition. 

Senator Smaruers. All right, sir. Does that take care of that, 
Mr. McInarnay ? 

Mr. McInarnay. Yes. 

Senator Smaruers. Thank you very much, Mr. Duncan. 

Mr. Struts. Mr. Chairman 

Senator Smarurrs. Excuseme. Mr. Stults wants to ask a question. 

Mr. Srutts. No,sir. I would like to get the chairman’s permission 
to insert in the record the full report of Secretary McGuire along 
with accompanying exhibits which he prepared for this full presenta- 
tion. Mr. Duncan read merely a brief summary and I would like 
your consent to include this material. 

Senator Smaruers. Without objection we will make that a part of 
the record. 

Thank you very much, gentlemen. 

(The full report of Secretary McGuire, along with accompanying 
exhibits, follows :) 





Report OF Hon. PERKINS MCGUIRE TO GOVERNMENT PROCUREMENT SUBCOMMITTEE 
OF THE SENATE SMALL BUSINESS COMMITTEE 


Mr. Chairman and members of the committee, this is the 1958 report on the 
general procurement policies and programs of the Department of Defense in 
the field of small business. 

The total procurements from business firms for the fiscal year to date, that is, 
through May 1958, the latest figures available, are $17,146,261,000. Small busi- 
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ness has shared in this procurement to the extent of $2,769,791,000—a total of 
16.2 percent. This figure compares with the figure of 18.9 percent for the corre- 
sponding period of the preceding fiscal year. The total percentage of small- 
business awards for the entire year of 1957 was 19.8. In April and May, 
small-business awards totaled $828 million, an average of more than $400 
million per month. The small-business percentage of 26.1 percent in April 
and 18.6 percent in May increased the average for the year from 14.6 percent 
at the end of March to 16.2 percent at the end of May. While we do not 
have a 12-month figure as yet, it is encouraging to note that the last 2 months’ 
percentages are higher than the average in the preceding months of the year. 

Although the percentage for fiscal year 1958 as a whole may not reach the 
average of 19.8 percent of fiscal year 1957, I think that we will get a further 
substantial increase in the amount of prime contract funds awarded to small 
business in June. 

Although we have received total figures through May, some of our detailed 
figures are compiled quarterly, and thus will be furnished on the basis of the 
first 9 months of the fiscal year just ended. 

In the first 3 quarters of fiscal 1958, the small-business percentage of its 
potential was 60.8 percent, as compared with 57.6 percent for the same period 
of fiscal 1957. 

Filed with my statement are four tables covering total military procure- 
ments, military procurements in the field of research and development, Corps 
of Engineers civil-works awards and military and civil-works awards, together 
with a summary statement. 

In its report last year, the committee noted the results of the first reports 
on subcontract payments to small business by large contractors participating 
in the defense small-business subcontracting program. The reports covered 
the 6 months from July through December 1956, and showed that the reporting 
contractors paid out $1,694,944,000, or 21.5 percent, of their total military re- 
ceipts to their first-tier small-business subcontractors. The committee requested 
that it be informed of reports for subsequent periods, so that it could determine 
whether these figures were representative of a continuing level of subcontracts 
with small business, or whether the reports reflected a temporary or one- 
time level that might not be sustained. 

We now have reports for 2 additional 6-month periods, the first half and 
the second half of calendar year 1957, which show that subcontract payments 
to small business have remained at a high level throughout the 14-year period 
for which the data are available. The participating large contractors paid 
$1,867,328,000 to their first-tier small-business subcontractors in the first half 
of calendar year 1957, and $1,782,214,000 in the second half. The decline in 
the second half of the year paralleled a decline in total receipts of the reporting 
contractors, and the percentage of their receipts paid out to small-business 
suppliers remained over 20 percent. The reported figures understate the actual 
small-business subcontract total, because they do not include the subcontract 
payments that are made to small business by other prime contractors and other 
subcontractors who do not submit reports. It is encouraging to note that the 
three 6-month reports show a sustained level of participation by small firms 
in the subcontracting field. 

With reported subcontract payments totaling about $3,650,000,000 in 1957, 
and prime contract awards averaging more than $3,500,000,000 per year in 
1956 and 1957, it is apparent that more than $7 billion per year of military 
procurements funds have reached the books of small-business firms in the form 
of prime or subcontracts. 

In order that the relationship between the figures above and figures for earlier 
periods may be clearly understood, I am filing with this statement a table which 
summarizes the reports of the large prime contractors participating in the 
defense small-business subcontracting program. 

I am glad to report that there has been a steady increase in the small-business 
set-asides made in the Department of Defense. The figures are as follows: 





Year Actions Amounts 
a a ei ha encase nae eewnbenee a ne acai 2,663 | $386, 611, 000 
he tt on choy stiocsta cdc rrecéknads na seburwsns ee eee ae 4, 635 489, 575, 000 
se ae 5 ood ie anmecbualiduavecnmabnianwe 7, 649 697, 367, 667 


R 


Fiscal 1958 (July 1957 through May 1958). .......-....------.---.-.--- ie 8,479 | 888, 130, 598 
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One of the most important single fields for set-asides is that of purchases of 
petroleum oil and lubricants. As a result of action initiated by this office, the 
Military Petroelum Supply Agency has adopted a policy designed to provide max- 
imum procurement from small business. This procedure resulted in petroleum 
awards to small business in fiscal 1957 of $197,089,000, which was 22.8 percent 
of the total purchases of petroleum and petroleum products. In the first three 
quarters of fiscal 1958 petroleum purchase contracts from small business totaled 
$214,238,000, which was 34.5 percent of total petroleum product purchases in that 
period. Petroleum set-asides in fiscal 1957 were $32,114,690, and in the first 
part of 1958, through May, were $52,278,619. 

In Senator Smathers’ letter of July 2 advising me of the hearings on Govern- 
ment procurement, special mention is made of assistance to small businesses 
desirous of combining into teams, groups and/or production pools in order to 
place themselves in a more attractive position for modern defense contracts. 

My office has strongly encouraged the activities of the military departments 
in this area. The Army, Navy, and Air Force are taking very helpful action to 
assist small businesses to become members of teams which together form a 
stronger base for taking on large defense contracts in the field of complex wea- 
pons than can be furnished by single companies. The military departments 
will describe their own activities with respect to the team concept. 

With rsepect to the committee’s suggestion that further secreening be under- 
taken looking toward making available to small business the procurement of 
items now deem nonsuitable for production by small business, the military 
departments will describe their efforts in this field. 

The committee is generally familiar with our work toward fuller dissemina- 
tion of information to small business. This subject was covered to some extent 
in the missile hearings, and has been the subject of correspondence with the 
committee chairman and work with the committee staff. Among the most im- 
portant accomplishments in this field have been the development of good pro- 
cedures for large-scale dissemination of general procurement information through 
SBA and the Department of Commerce and the improvement of the flow of 
technical information through the Office of Technical Services of the Department 
of Commerce. 

The subcontracting study being made by SBA in conjunction with DOD is 
expected to be completed by September 1. This was reported in some detail 
during your missile hearings. In addition, DOD is working closely with SBA 
in the holding of SBA business opportunity meetings and other activities designed 
to acquaint the business community with procurement opportunities. SBA con- 
tinues to work with DOD in the compilation and dissemination of information 
for the assistance of small business in the field of procurement. 

Since many of the subjects which we consider with this committee are of 
continuing interest, and major policy matters require constant review, I would 
now like to turn to actions taken within the Department of Defense on matters 
in which the committee’s interest has taken the form of specific recommenda- 
tions. We will, therefore, cover the principal recommendations made in last 
year’s report (S. Rept. No. 1170) on small-business participation in Government 
procurement. 

The committee reported that it had found indifference to the small-business 
program in the middle management group consisting of contracting officers, 
buyers, negotiators, and those technicians drafting supply requirements. The 
committee urges that my office and the materiel secretaries of the three military 
services direct immediate attention to this basic problem. 

This subject was immediately taken under close consideration by the materiel 
secretaries. In field trips the materiel secretaries and other personnel have 
emphasized the importance of small business to the defense effort. At the time 
when the services were in a position to proceed with their obligations of their 
fiscal 1958 funds, I requested the materiel secretaries, both verbally and in 
writing, to take positive steps to see that small-business firms received a fair share 
of the new business arising from forthcoming procurements. I specifically asked 
that the small-business program be reemphasized to procurement officers and 
small-business advisors in the field. We seek to instill in the middle manage- 
ment group a full appreciation of the small-business program. 

The committee recommended coordination and standardization of research 
and development contract policies and expressed hope that the assignment of a 
representative of the Office of the Assistant Secretary of Defense (Research and 
Engineering) to work with my staff would be fruitful. 
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In this field we believe that good progress has been made. It has been found 
necessary to work closely with a number of representatives of the Assistant Sec- 
retary of Defense (Research and Engineering), among whom are Dr. R. B. Steg- 
maier, Mr. Ben Huff, Mr. Vernon Herring, and Mr. Laurin Knutson. We have 
also enjoyed a very close working relationship with the Office of the Director for 
Guided Missiles, Mr. Robert Gutheim being our principal staff contact in this 
Office. In order to avoid reiterating in detail the material presented at the 
missile hearings, I shall simply say that the services are conducting very helpful 
research and development symposiums, which give good opportunities to firms 
desiring to enter military research and development work and are releasing tech- 
nical program planning documents in research and development in order to assist 
firms still further toward participating in military research and development 
work. Two weeks ago the Air Force held its largest symposium thus far in 
Dallas, with some 1,200 participants. During the missile hearings, we advised 
you that of the 500 contractors listed according to the net value of military prime 
contract awards of $10,000 or more for supplemental, developmental, and re- 
Search work in fiscal 1957, 155 companies were small business. Three hundred 
and fifty-six small firms received research and development contracts in fiscal 
1957, but did not have any defense research and development contracts in fiscal 
1956. 

The committee recommended that the military departments assist the repre- 
sentative of the Department of Defense who had been recently assigned the respon- 
sibility by my office to work toward the providing of adequate drawings and 
specifications for more proposals or solicitations of bids. 

Under the terms of ASPR section IX, part 2, which became effective July 9, 
1957, and affected all research and development contracts made thereafter, re- 
search and development contractors must furnish the data necessary to enable 
manufacture of the equipment or performance of the process resulting from the 
research and development work except data as to standard commercial components 
or previously developed components. We are confident that this provision will 
stimulate competitive purchases in the future. Because of the difficulty of evalu- 
ating the results of this program statistically, it is not possible at this time to 
state in exact terms what results have flowed from this policy. 

An extensive study was made of the desirability of requiring contractors to 
submit parts manuals covering all component parts of equipment furnished to the 
Government under contract. It was finally decided that such a manual was 
unnecessary, but, in arriving at this conclusion, the Department of Defense estab- 
lished a policy concerning the procurement of spare parts which is as follows: 

The Department of Defense should buy its spare parts for military items from 
the original manufacturer or his sources whenever the part may be critical to 
the performance of the equipment or to the safety of the operator and crew. 
There should be exception to this rule only where there is opportunity for ade- 
quate testing and when we have all the data necessary to assure that parts fur- 
nished by other suppliers in accordance with the data and prescribed testing will 
be completely equal to the parts furnished by the original manufacturer. Under 
our spare-parts provisioning procedures, existing sources for spare parts will be 
known to the Government so that spares can be obtained from such sources rather 
than from the prime contractor. 

An analysis was made for each item of procurement under the A-1C procure- 
ment program (aircraft equipment and supplies other than air frames and en- 
gines) with respect to the availability of manufacturing drawings for use in 
effecting procurement by competition. 

Information was compiled on a large number of other procurements where 
drawings and specifications were inadequate for competition. 

While we believe that we are making progress in this field, it would be mis- 
leading to refrain from calling attention to the fact that in areas where rapid 
technological progress is being made, crystallization of plans and specifications 
cannot be expected and would militate against the securing of the most modern 
weapons. 

The committee recommended that the joint determination set-aside program 
continue. 

We have reported earlier the substantial and continuing increase in small- 
business set-asides. 

The committee recognized the necessity for the Government to respect the pro- 
prietary rights of contractors, and, at the same time, cautions the military depart- 








a = 6 
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ments against unchallenged acceptance of contractors representations that they 
own proprietary rights when, in fact, they do not. This latter condition is partic- 
ularly applicable to a claim by the contractor of proprietary rights of military 
items previously developed by the contractor at Government expense. 

Under the terms of paragraph 2, section IX, of ASPR, previously cited, which 
became effective July 9, 1957, and applied to all contracts made thereafter, re- 
search and development contractors must furnish all data necessary to enable 
manufacture of the equipment or performance of process resulting from the con- 
tract work, except as to standard commercial or previously developed components. 
In general we will not seek such manufacturing data or proprietary data as part 
of supply contracts. Additional safeguards for the protection of proprietary data 
are being included in a forthcoming revision of this section of ASPR. 

The committee commented on the dollar value of amendments to previously 
awarded contracts and concluded that there was a need for a program to curtail 
such practices. 

We regard amendment, as a method of obligating procurement funds, as being 
subject to criticism only if it is used in lieu of otherwise available competitive 
procurement. The following types of amendment do not involve purchase of new 
equipment, but do account for a heavy proportion of the dollars obligated by the 
amendment method: 

(a) Addition of funds required by definization of letter contracts. 

(b) Supplementary funds obligated for initial spares authorized under exist- 
ing contracts. 

(c) Addition or deletion of funds on a basic contract resulting from pricing 
adjustments. 

(d) Addition of funds to cover engineering changes pursuant to the changes 
article in the basic contract. 

None of these provide for any additional quantities or work beyond that called 
for in the original contract. 

In other areas, where it has been clearly established that additional quantities 
or work must be placed with an existing contractor, the question as to whether 
such additions shall be placed by a new procurement contract or amendment to 
one or more existing contracts is a question as to which is simplest or is otherwise 
in the best interest of the Government. For example, when a design competition 
has been held and a manufacturer has been chosen, when extensive tooling and 
facilities have been provided for the manufacturer, and when the manufacturer 
has finally gotten into production, procurement of additional units or of spare 
parts made by the contractor can be accomplished more beneficially by amend- 
ment to the original contract, in the normal case, than by any other method. 
Most of the funds committed for new procurement by amendment to contracts 
are in the aircraft and missile programs or for other items of specialized or 
complex equipment. This method is also preferable in many types of research 
and development contracts. We have no evidence that contract amendments 
are being used to circumvent competition. The military departments will be in 
a position to go into this subject in detail. 

In addition to the recommendations considered above and those which have 
specific application to one of the military departments, there appear in the text 
of the report recommendations as follows: 

On pages 8 and 36, the committee referred to the work being done toward 
simplification of procurement regulations and forms by a task force composed 
of personnel from GSA, DOD, and SBA. This task force, which is under the 
chairmanship of the General Services Administration, submits periodic reports of 
accomplishment. Rather than comment in detail on the work of this task force, 
we are furnishing herewith a copy of the latest summary report. 

On page 24, the committee commenced on the criteria used by the Navy in its 
selection of research and development contractors. The committee commended 
the instructions of the Secretary of the Navy stipulating that in the awarding 
of research and development contracts, preference would be given to that business 
firm, large or small, considered to have the highest competence in the specific 
phase of science or technology required for the successful conduct of the work. 

The soundness of this principle is now considered sufficiently proven by the 
Navy’s experience so that a memorandum on the subject is now undergoing 
coordination within the entire Department of Defense toward the end of applying 
the principle throughout the entire DOD. 
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On pages 10 and 17, attention is called to the desirability of a study of the 
matter of adequate compensation for small-business specialists. 

Many of the small-business specialists that were appointed in the various field 
establishments when this program was initiated were brought in from private 
industry. The positions which they occupied under the civil-service classification 
System were assigned titles which were not truly appropriate for their work 
specialization. The field purchasing offices employed other persons who were 
engaged in various phases of procurement operations whose positions were as- 
signed the same classification. In the reduction-in-force which followed the 
cessation of hostilities in the Korean conflict, these small-business specialists 
were placed in the same reduction-in-force competitive category with the other 
employees whose positions bore the same title. Since most of the small-business 
Specialists were comparatively new, they had the lowest retention status and 
were, therefore, quite vulnerable. 

On April 13, 1956, the Assistant Secretary of Defense (Manpower, Personnel, 
and Reserves) brought this matter to the attention of the Civil Service Commis- 
sion and requested that a new option of business analyst (small business) be 
established under the business analyst series. On December 11, 1956, the Civil 
Service Commission approved this request, and the small-business specialists 
employed by the Department of Defense were changed to this new category. This 
had the practical effect of putting them in a competitive group for reduction-in- 
force purposes separate from that of other employees, and materially improved 
their chances for retention in future reductions-in-force. 

References were also made to the grades of the positions held by small-business 
specialists, and it was implied that difficulties were being created by the down- 
grading of these positions. These references stemmed from reports that 2 
important positions had been downgraded by the Civil Service Commission as the 
result of a postaudit of classification actions in 2 field activities. There has 
been no further downgrading,-and none is anticipated. The situation is stable, 
and we do not expect any unusual problems in this respect. I am pleased to offer 
this information to clear the record on this subject. 

We are concerned about any changes in the personnel program affecting our 
small-business specialists. Should there be any adverse developments, we would 
take immediate steps to resolve them. As of now, we have no unusual problems, 
and the personnel program is being handled satisfactorily. 


EXxuHrsBit I (a) 


{News release, Department of Defense, Office of Public Information, Washington, D. C., 
May 14, 1958] 


SMALL Business RECEIVES SUBSTANTIAL SUBCONTRACTS 


Small business in the last 6 months of 1957 received $1,782,000,000 in payments 
for defense subcontract work from 244 military prime contractors who have sub- 
mitted reports under the defense small-business subcontracting program. 

This series of reports, started in July 1956, has shown that subcontracting is an 
important source of opportunities for small business to participate in defense 
work. 

Previous reports from 272 large contractors for the first 6 months of 1957 showed 
that they had paid out $1,867,000,000 to their small-business subcontractors in 
that period. Small business thus received $3,649,000,000°in military subcontract 
payments from all of the reporting companies during calendar year 1957. 

The total amount received by small business in military subcontract payments 
is of course larger than the sum reported here, partly because this report does 
not cover all contractors and partly because it covers only amounts paid by the 
reporting contractors directly to small business. It does not include payments 
made to small business by a subcontractor under one of the reporting companies 
unless the subcontractor is itself a reporting company. 

Statistics on actual payments to small and other business firms under military 
prime contracts are not available, but prime contract awards to small firms in 
the past 2 years have averaged $3,500,000,000 per year. From these statistics 
it can be inferred that small business has been getting at least $7 billion per year 
in military prime contracts and subcontracts. 
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The 244 companies who reported subcontracts to the Department of Defense 
in the last half of 1957 received $8,709,000,000 in military payments including 
$7,397,000,000 received from prime contract work and $1,312,000,000 received 
from other military contractors for subcontract work. The total subcontract 
payments of all reporting companies to their small-business suppliers averaged 
slightly more than 20 percent of their total military receipts, and subcontract 
payments to their other suppliers averaged over 35 percent. A table summariz- 
ing all reports received from large business concerns for the three reporting 
periods is attached. 


Exurseit I (b) 


Summary of reports of large prime contractors participating in the defense 
small-business subcontracting program 


(Dollar amounts in thousands] 








July- January- July- Calendar 

December June December | year 1957 

1956 1957 1957 (prelimi- 

nary) 
Number of contractors reporting.............-.-.------ 257 272 244 204 
Military contract receipts: 

From military procurement agencies. -_............. | $6, 674,030 | $7,703,575 | $7,397,069 | $15, 100, 644 
From business concerns (under subcontracts) . -._.. 1, 220, 208 1, 393, 815 1, 311, 712 2, 705, 527 
SUE Ss tebiannicsbasensteddentixiusummeanate 7, 894, 238 9, 097, 390 8, 708, 781 17, 806, 171 











Military subcontract and purchase payments: 
"TO BINGE DURINONS COROOINB. ... oo ncccscccecececsnsace 1, 694, 944 1, 867, 328 1, 782, 214 3, 649, 542 

















To other business concerns...........-..-..-------- 2, 728,846 | 3,022,556 | 3,122,777 6, 145, 333 

NUNS sh siting etdicenrenisipsiasmenintelealaii | 4,423,700 | 4,889,884 | 4,904,901 | 9, 794, 875 
Percent of total receipts paid out to subcontractors: Percent Percent | Percent | Percent 
To small business subcontractors.............-..--- | 21.5 20.5 20.5 20. 

To other subcontractors...........-..---.----------| 34.5 33.3 35. 8 | 34.5 

scl a Ai is oka oeledeahcea bass al 

TG, FE Bo ccen die need 56.0 53.8 | 56.3 55.0 


Nore.—Includes reports received from all participating companies in all periods. An analysis of returns 
for the first and second half of calendar year 1957 showed that 222 identical contractors reporting in both 

rriods received $17,319,973,000 or 97.3 percent of total receipts of all 294 reporting companies. Payments 

y the 222 identical contractors to small business totalled $3,505,560,000, or 96.1 percent of the total for all 
reporting companies, The small business ratio for identical contractors was 20.2 percent. 





Exuisit I (c) 


DEPARTMENT OF DEFENSE—MILITARY PRIME CoNTRACT AWARDS TO SMALL AND 
OTHER BusINESS F1rMs8, APRIL 1958 


Small-business firms received $397,362,000 in military prime contract awards 
during April 1958, the largest amount in any single month during fiscal year 
1958. The small-business ratio of 26.1 percent also exceeded that of any other 
month this year. 

As a result of the increase in April, the small-business percentage for the 
first 10 months of fiscal year 1958 rose to 15.8 percent, from 14.6 percent in 
the 9 months through March. The average of 15.8 percent compares with 17.7 
percent in the same 10-month period of fiscal year 1957, and with 19.8 percent 
for fiscal year 1957 as a whole. 

As noted in previous issues of this report, greater emphasis on complex weapons 
(particularly aircraft and missiles) and on research and development work 
is generally responsible for the fact that the percentage of total prime contracts 
going to small business firms is lower this year than a year ago. Table I shows 
data on the net value of military procurement from business firms by military 
departments. 
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Similar data on experimental, developmental, and research contracts are shown 
in table II. In the month of April small-business firms received almost $20 
million, or 8.5 percent of all contract awards for this type of work, compared 
to 2.7 percent in the previous month and 6.7 percent in the same month a year 
ago. In fiscal year 1958 to date the small-business ratio is slightly lower (3.2 
percent) than the average of 3.9 percent for the same period last year. 

The small-business ratio of contract awards for civil works, which are ad- 
ministered by the Army Corps of Engineers is shown in table III. (These fig- 
ures are excluded from the table I.) For the fiscal year through April 1958, small- 
business firms received 55.3 percent of civil works prime contracts. 

The civil-works procurement ratio of 55.3 percent combined with the military 
procurement ratio of 15.8 percent (table IV) results in a Department of Defense 
average 16.4 percent. 

OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE (SUPPLY AND LOGISTICS). 


JUNE 19, 1958. 


ExutsitT I (d) 


TABLE I.—Net value of military procurement actions with business firms for 
work in the United States’ 


[Dollar amounts in thousands] 


l l 
| | Fiscal year todate | 












































This Last | 
Type of firm and month, month, | Year ago | 1958 1957 Fiscal year 
department |} April 1958 | March 1958! April 1957 |. | 1957 total 
| | | 
| | | jJuly 1957 to\July 1956 to| 
| | April 1958 — 1957 | 
z f ceediies | wid |. 
a $1, 524, 200 | $2, 602, 2 258 | $1, 637, 362 \si4, 824, 59 $16, : 230, 331 | $19, 132, 697 
le an a adel | 575, 496 404, 186 434, 804 | 2,824,902 | 3,184, 136 | 4, 446, 126 
SY ee 462, 002 | 472, 486 | 434, 850 4, 739, 888 5, 278,369 | 5,894,277 
OS PERI 486, 702 1, 725, 586 767, 708 7, 259,809 | 7,767,826 | 8, 792, 294 
Small firms...........-- 397,362 | 306,283 | 408, 549 | 2,338,710 | 2,871,030 | 3, 782, 526 
Oe | 227, 236 151, 223 3 | 164, 951 1 | 1,054,497 | 1,348,088 | 1,827, 312 
BE en cctieenninmenesael 98, 834 | 77, 160 | 190, 482 | 817, 339 fs 990, 915 1, 231, 745 
SNE csscncihitaentiapriiaisenneil |__ 71,202 | 7,900 53,116 | 466, 874 2, 027 723, 469 
Other firms..........--- 1, 126,838 | 2,295,975 | 1, 228,813 a “12, 485, 889 13, 359, 301 tT “15, 350, 171 
IT so cotccnce ee adawietaee | 348,260 | 252,963 | 269,853 | 1,770, 405 | 1, 836, 048 2, 618, 814 
Nas cleans a tatiein eiaiateab is 363, 168 | 395, 326 | 244, 368 3, 922, 549 4, 287, 454 | 4, 662, 532 
ND iandivinsenckesiena 415,410 | 1,647, 686 714, 592 6, 792, 935 7, 235, 799 8, 068, 825 
Sete cea ae a ee a aie 
Small firms as percent Percent | Percent Percent Percent | Pare | Percent 
Sr Oat naaereeooues 26.1 | 11.8 25.0 | 15.8 ‘] 19.8 
ee | \ } - — — 
I sth npsniikcintnmiginininn wisigninain 39.5 37.4 | 37.9 | 37.3 | 42.3 41.1 
GG Sk ctcdeeccnner ee 21.4 16.3 43.8 17.2 18.8 20.9 
a eae 14.6 4.5 6.9 6.4 6.8 8.2 


1 Includes United States Territories and possessions, and the Commonwealth of Puerto Rico. Excludes 
intragovernmental procurement and procurement from educational and nonprofit institutions. 

2 Includes the Military Petroleum Supply Agency and its predecessor, the Armed Services Petroleum 
Purchasing Agency. 


Source: Office of the Assistant Secretary of Defense (Supply and Logistics), June 19, 1958. 
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ExHrsitT I (e) 


Taste II.—Net value of military procurement actions with business firms for 
experimental, developmental, and research work in the United States,’ April 
1958 

[Dollar amounts in thousands] 


| | | 
| | Fiscal year to date | 
| 

































This | Last | 
Type of firms and month, | month, | Yearago | 1958 1957 Fiscal year 
department April 1958 | March 1958 | April 1957 ih eS ee 1957 total 

July 1957 to!July 1956 to! 

April 1958 | April 1957 | 

ana wai = — i snails secede asec 
hel sie | $232,232 | $408,477 | $333,643 | $2, 547,934 | $2,382,702 | $3, 033, 143 

poesia EV ~e 7 ou — | _ 
BIRT cig ndchdococésubibasuteds 47, 442 | 34, 054 | 27, 638 293, 366 229, 489 360, 77 

IGT Fa ccc chute cand > mame | 99, 204 | 57, 450 | 73, 977 644, 5 514, 390 650, 299 
p 3 eee ee Daa ine 85, 586 | 316, 973 232, 028 1, 610, 1, 638, 823 2, 022, 072 
Gmail Hrs... .sccanscoce 19, 837 10, 990 22, 244 81 93, 511 130, 502 
Dae SSS ee Bit el 2 5, 230 2,277 | 2, 959 18, 925 | 23, 465 | 35, 732 
FONE Fevc cachccbacwerpuasdenws 8, 267 4,414 14, 588 32, 41, 464 | 54, 826 
RE ONES ccndnetdakcekoceedwan | 6, 340 | 4, 299 4, 697 29, 483 28, 582 39, 944 
Other firms.........---- 212,395 | 397,487 | 311,399 | 2,466,812 | 2,289,191 | 2, 902, 641 
RGN +. cc anbncuhnnkich bites 42, 212 | 31,777 | 274, 441 206, 024 325, 040 
STE so: iccits initiate Sintealy Station eine) | 90, 937 53, 036 611, 801 472, 926 595, 473 
Air Force inspite wach altel bua 79, 246 | 312, 674 , 580, 570 1, 610, 241 1, 982, 128 

Small firms as percent | | 
of total..... anata 8.5 | 2.7 6.7 3.2 | 3.9 | 4.3 
DI Ss nicdnttnewecedate segselees 11.0 | 6.7 | 10.7 6.5 | 10.2 | 9.9 
PRE Oe eo seein 8.3 | Te 19.7 5.1 | 8.1 | 8.4 
AE BOGE, i intdckandnendseows 7.4 | Re 2.0 | 1.8 | 1.7 | 2.0 


1 Includes United States Territories and possessions, and the Commonwealth of Puerto Rico, Excludes 
intragovernmental procurement and procurement from educational and nonprofit institutions. 

2 Includes the Military Petroleum Supply Agency and its predecessor, the Armed Services Petroleum 
Purchasing Agency. 


Source: Office of the Assistant Secretary of Defense (Supply and Logistics), June 19, 1958. 





ExHipiT I (f) 


TABLE III.—Army Corps of Engineers civil works prime contract awards, to 
small and other business firms, July 1957—April 1958 


{Amounts in thousands] 


Small firms 
cist teecee ee ideeema ted Other 




















Month | Total | firms 
Amount | Percent of 
total 
. a biodata es see as i decennial 
TOPO EN: contnninneiiichanatine ediihstiicaincieinit bike atime $51, 880 | $19, 326 37.3 $32, 554 
Bigs con taee nen hetnnsasdetedaasaseanenee 24, 344 19, 564 80.4 4,7 
I ranks Sculls kau eemacobiteacherems cmateead | 21, 592 12, 418 57.5 9, 174 
CRN cits cc's sastsisici hathemie a inieidarasie thant 19, 385 | 15, 599 80. 5 3, 786 
DERI os nn. on ridin a amsbwusamaniamesa inna 22, 974 10, 963 47.7 12, 011 
SOO 05s savneunnsbbnuchinbaunenaGdbuiianacsee | 9, 482 | 6, 199 65.4 | 3, 283 
6 months, July-December 1957.........-...---.-. 149, 657 | 84, 069 56. 2 65, 588 
Eis oo facinating ndesasukewdunewaeneaedain 11,773 | 6, 716 57.0 5, 057 
BOUTIN 6 on ccndcksh Labdudabinwsenrclsushwadeeacs 18, 093 7, 522 | 41.6 10, 571 
NS Sccccticcieesnlnkas ben endcenedees nnd 46, 489 20, 288 43. 6 26, 201 
BG sick obdccctintadhi cubclnkGiaieGe aimee 18, 399 16, 581 90.1 1, 818 
10 months, July 1957-April 1958. .............-- 244, 411 135, 176 55.3 109, 235 


| ! 


Source: Office of the Assistant Secretary of Defense (Supply and Logistics), June 19, 1958. 
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Exuisit I (g) 


TaBLeE IV.—Military and civil works prime contract awards to business firms for 
work in the United States, July 1957—April 1958 


[Amounts in thousands] 



































| 
Military Civil works Total 
Period Small firms Small firms Small firms 
Total Total Total 
Amount) Per- Amount) Per- Amount) Per- 
cent cent cent 
1967—July..........-...... $1, 114, 433) $244,171) 21.9] $51,880] $19,326] 37.3/$1, 166,313] $263,497) 22.6 
ice ditrineontioets 850,185) 186,413} 21.9) 24,344 19, 564) 80.4 874, 529) 205,977} 23.6 
September........... 1, 282, 945) 215,272) 16.8] 21, 592 12,418} 57. 5| 1,304,537] 227,690} 17.5 
OS ae 1, 279, 241; 215,759) 16.9) 19, 385 15, 599; 80. 5) 1, 298,626) 231,358) 17.8 
November-_-.....-...- 1, 416, 660) 161,628) 11.4) 22,974 10, 963| 47.7) 1,439,634} 172,501; 12.0 
December. ......--.- 2, 168, 229) 201, 856 9.3 9, 482 6,199) 65.4) 2,177,711) 208, 055 9.6 
6 months, July- 
December 1957...| 8, 111, 693)1, 225,099} 15.1) 149, 657 84,069) 56.2) 8, 261, 350/1, 309,168) 15.8 
1958—January-.....-....... 1, 647,000) 197,955) 12.0) 11, 773} 6,716} 57.0) 1,658,773) 204,671) 12.3 
February............ 939, 448; 212,011) 22.6] 18,093) 7, 522} 41.6 957, 541) 219, 533) 22.9 
RO iti nct nal | 2,602, 258) 306,283) 11.8] 46,489| 20,288) 43.6) 2,648, 747| 326,571) 12.3 
NN once dnmcmascuns 1, 524, 200] 397,362} 26.1] 18,399] 16,581) 90.1] 1,542,599] 413,943) 26.8 
10 months, July 

1957-April 1958_._|14, 824, 599/2, 338,710} 15.8) 244,411) 135,176) 55. 3/15, 069, Tr 473, 886, 16.4 








Source; Office of the Assistant Secretary of Defense (Supply and Logistics), June 19, 1958. 





ExuHrsit I (h) 


SumMMARY Report oN REVIEW OF GOVERNMENT PROCUREMENT POLICIES AND 
PROCEDURES 


INTRODUCTION 


This report summarizes progress made during the 14 months ending December 
31, 1957, in the comprehensive review of Government procurement policies and 
procedures as recommended in the August 1956 report of the Cabinet Committee 
on Small Business and requested by the President. 

The comprehensive review has been conducted by an interagency task force 
composed of 5 members, 2 each from the Department of Defense and the General 
Services Administraton, and 1 from the Small Business Administration, supple- 
mented by liaison representation from other major procurement agencies. It 
received advisory assistance from the Bureau of the Budget and the General 
Accounting Office. 

In many instances, special interagency study groups, composed of technicians 
who are expert in their fields, have been established by the task force to con- 
sider specific problem areas, to conduct a detailed review of a subject, and 
to develop specific recommendations and implementing material for considera- 
tion by the task force. 

The material reviewed included procurement laws, agency regulations, manu- 
als, and procedures; and recommendations previously made by congressional 
committees, Government commissions, and management consultant firms. The 
problems and suggestions of business concerns, professional organizations of 
attorneys, architects and engineers, business and trade associations, Govern- 
ment employees, and others, were also solicited. 

During the course of the review, special cognizance was taken of the problems 
of small-business concerns. Evaluation of material involved an appraisal of the 
impact of each problem in terms of its significance, widespread prevalence, and 
effect on Government-business relations. Problems affecting business which ap- 
peared to be significant and to merit further study were assigned for review. 

This report highlights some of the problems identified during the comprehen- 
sive review and describes the status of remedial actions undertaken. 

The problems identified may be reported as falling within certain broad cate- 
gories: (a) Fiscal, financial, and accounting improvements; (6) contract forms 
and clauses; (c) bidding and contract procedures; (d) appraisal of basic poli- 
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cies; (e€) procurement assistance for small business; (f) specification problems; 
(g) other problems; (/) legislation; and (i) codification. 


(a) Fiscal, financial, and accounting improvements 


The basic problem here, from the standpoint of small-business concerns, is 
the need for financial assistance in Government contract work. The problem 
has many ramifications in terms of procurement procedures and techniques. 
Determining methods to speed up payments for supplies and services was given 
considerable emphasis and the following specific actions were taken: 

A governmentwide regulation was issued encouraging the use of progress 
payments and standardizing the procedures therefor. Uniform procedures for 
making advance payments are being made the subject of a special study. A 
50-year-old requirement for special certification on bills rendered to the Gov- 
ernment has finally been eliminated. This has been a significant source of 
delayed payments. Agencies have been directed to instruct personnel to avoid 
taking unearned prompt payment discounts, an inequitable practice which has 
frequently resulted in delayed payments and costly claims procedures. 

Agencies have been authorized by the Comptroller General to adopt standard 
commercial practices for the submission and payment of invoices and the work- 
ing out of businesslike procedures in connection therewith. 

In the interest of achieving governmentwide uniformity of practice in the 
treatment of costs, a proposed set of comprehensive cost principles, prepared 
by the Department of Defense, is being reviewed by all Government agencies 
and by business firms, looking toward adoption of a single set of cost principles 
for governmentwide use in all phases of the procurement process. 


(b) Contract forms and clauses 


Divergence in contract clauses and provisions used by Government agencies 
leads to unnecessary complexity and inconsistency. This problem is one of 
vast scope and requires a major effort and detailed study. Two interagency 
study groups, one for supply contracts, the other for construction, have been 
established and are now considering specific areas of inconsistency, looking 
toward developing greater uniformity. 

The following specific actions have been taken: 

The elimination of a number of extra clauses in Government supply contracts 
was accomplished by the issuance in October 1957 of revised Standard Form 
32: General Provisions (Suppy Contract). This form is one of the most widely 
used in Government contracting. The prescribing regulation seeks to preserve 
standardization by limiting deviations. Further study in this area is being 
conducted by an interagency group. 

To minimize criticism from industry and Government, efforts are being made 
to provide greater uniformity and simplicity in Government construction con- 
tracts. Now being reviewed by the agencies are proposed new forms developed 
by a study group for construction contracts up to $10,000 as well as a proposed 
revision of the prescribing regulation which seeks to limit deviations. In addi- 
tion, several specific actions to improve the existing standard forms for larger 
construction contracts are underway. 

In order to reduce the number of Government forms used in price solicitation 
for open market purchases and minimize ambiguities of forms presently in use, 
a study group has developed a proposed standard request for quotations form 
and related regulation intended for governmentwide use. 


(c) Bidding and contract procedures 


Many comments from both industry and Government were addressed to prob- 
lems involving bidding and contract procedures. Definite problems were identi- 
fied dealing with the following: Cancellation of advertised procurements; 
bidding time; late bids; bidders’ mailing lists; formal advertising procedures ; 
determination of responsibility of prospective contractors; bid guaranties; con- 
struction contract problems derived from the Miller Act bond requirements; 
construction contract problems derived from labor provisions; disclosure of 
Government estimates on constuction work; mistakes in bids; suspension of 
work under construction contracts; and architect and engineer services. 

Measures have been initiated looking toward specific remedial action with 
respect to a number of these. 

Late bids.—A study has been made in the handling of bids received after the 
bid opening date. Efforts are being directed toward development of Government 
policy which would provide a uniform basis on which late bids would be con- 
sidered for award. 
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Bidders’ mailing lists system.—In order to establish a simplified system where- 
by companies can be placed on bidders’ lists, a pilot study is being made in GSA 
to determine whether it is feasible to establish a system under which a bidder’s 
application to a single GSA office located anywhere in the United States could 
result in placing the bidder’s name on all appropriate bidders’ mailing lists. 

Formal advertising procedures.—Since presently there is no governmentwide 
set of regulations governing the general subject of formal advertising, a joint 
study by the Defense Department (ASPR) and the task force has been under- 
taken to develop a comprehensive governmentwide regulation on this subject 
to achieve uniformity. 

Suspension of work under construction contracts——A study group has been 
assigned the development of a standard clause to provide for reimbursement 
of increased costs incurred by construction contractors as the result of com- 
pliance with a Government order to suspend work. At present there is no uni- 
formity among Government agencies on this subject and contractors are 
frequently forced to seek relief from the Comptroller General or the courts 
in instances where contracts contain inadequate or no governing provision for 
relief. 

Architect and engineer services.—A study has indicated that there is need 
for improvement in the procedures employed in the procurement of architect 
and of engineer services in construction work, as well as the need to obtain 
greater uniformity which would benefit both the professions and Government. A 
study group is reviewing the regulations and procedures of the agencies having 
a major interest in this area in order to develop recommendations. 

Complezities of labor provisions of construction contracts.—Numerous com- 
plaints were received relative to the complexities of the paperwork burden 
incident to the labor-standards provisions of construction contracts, the impact 
of which is felt by contractors and subcontractors. These provisions have 
their origin both in specific legislation and in administratively imposed re- 
quirements. With respect to administrative requirements, a study group with 
participation of both the Department of Labor and procurement agencies has 
commenced the examination of the procedures employed with the objective 
of achieving maximum simplification without adverse effect upon the enforce- 
ment effort. A legislative proposal for simplification is also being made. 


(ad) Basic procurement policies 

Subcontracting —A review of extensive material dealing with subcontract 
problems, particularly in the light of expanding use of the “weapons system” 
concept of procurement, has lead the task force to make certain basic recom- 
mendations: That weapons system procurement be restricted to procurement 
where the complexity of the system necessitates its use; that the present policy 
under which the use, selection, and management of subcontracts is part of the 
“product” which the Government buys in entering into prime contracts, be 
continued, except for those situations in which the Government’s interest in 
subcontractor activities is necessary to accomplish the program or objective. 
These exceptions are situations in which the Government must concern itself 
in subcontractor matters, such as pricing, quality assurance, industrial security, 
industrial mobilization, legislative and executive necessity, and industrial facili- 
ties support. The development of certain standard subcontract clauses in 
significant areas is proposed to achieve desirable uniformity. 

Inspection.—Contract inspection problems have been reviewed relating to 
the following: Multiplicity of inspection organizations, lack of technical com- 
petence or suitability of some inspection personnel, lack of uniform inspection 
policy and procedures, and lack of appropriate standard levels in some specifi- 
cations. With the increasing problems which flow from adoption of the “quality 
control” concept of inspection, the Government must seek to obtain more uniform 
administration policy and procedures. The task force recommended that pre- 
production conferences between the contractor and Government should be 
expanded; also, that methods be developed to avoid prime contractor rejections 
after Government subcontract inspection. 

Termination for convenience of the Government.—Following major contract 
terminations, more consideration should be given to the severity of financial 
impact on small concerns resulting from delays in settlements, by giving priority 
attention to such cases. Agencies should seek to minimize the industrial impact 
of terminations by application of appropriate termination settlement expediting 
techniques. 











SMALL BUSINESS PROCUREMENT PROGRAMS 23 


Research and development contracting.—Pursuant to the Attorney General’s 
report of November 1956, to the President and the Congress, in which it was 
recommended that methods be found to increase research and development 
contract awards to small concerns, an interagency study group has reviewed 
this problem and has submitted to the task force for evaluation a preliminary 
report. The study group reported that: (a) Participation in research and 
development contracts gives a competitive advantage for later production to 
the concern performing the research and development; (0b) small concerns 
have a natural disadvantage (in this area) which is difficult to overcome 
beecause of the high cost of equipment necessary in the current state of tech- 
nological development; (¢c) small concerns other than those devoted primarily 
to research and development maintain limited research and development 
facilities and employ relatively limited numbers of scientific personnel; and (d) 
there is a basic problem of communication between Government research and 
development activities and small concerns with research and development po- 
tential. The study is continuing so that concrete recommendations can be 
made. 

Contract patent policy.—The Attorney General’s November 1956 report to the 
President and Congress questioned the desirability of the present Government 
policy under which the ownership and commercial rights to inventions and patents 
obtained in the performance of Government research and development contracts 
is left with the contractor, with license rights reserved to the Government. A 
study group, established with the Commissioner of Patents as chairman, has 
determined that certain agencies follow a practice which has resulted in the 
transfer of title of many inventions and patents to the contractor, while other 
agencies have required title to inventions and patents eventuating from Govern- 
ment-financed research to be vested in the Government. The study group is con- 
tinuing its efforts to determine which practice has been most effective in pro- 
moting the public interest. For this purpose, action will be necessary to obtain 
an adequate fact analysis so that the consequences of the existing patent policies 
may be evaluated. 

Contingent fees.—A review of problems relating to the use of the covenant 
against contingent fees and related procedures indicates that while the Govern- 
ment must prevent improper influence in obtaining Government contracts, busi- 
ness firms, particularly small ones, should not be handicapped in properly em- 
ploying legitimate sales agents to obtain Government business. A special study 
will be made to determine (a) whether the present requirement concerning the 
contingent fee representation contains any unintended inference suggesting that 
the use of sales agents is completely prohibited, and (b) to determine the need of 
the contingent fee representation for contracts entered into after formal adver- 
tising. 

(e) Procurement assistance for small business 


Definition of small business.—Significant problems arise in the application of 
the definition of small business presently employed in connection with Govern- 
ment procurement. A new definition has been prepared by the Small Business 
Administration and is now being transmitted to the various procurement agencies. 

Small-business set-aside program.—aA new regulation designed to provide uni- 
form procedure for conduct of small-business set-asides is being developed. Simi- 
larly, a revised regulation dealing with the treatment of small business in equal 
bid situations has now been submitted to agencies for their consideration. 

Procurement information and related services.—The need is recognized for 
additional help to small business through provision of procurement information 
and related services. Action is being taken to provide better procurement in- 
formation and related services. 

Consideration of new and improved products.—The consideration by Govern- 
ment of new or improved products of small-business concerns may be made easier 
if Government agencies generally were given statutory authority to charge ven- 
dors for all or part of the cost of testing such products for possible Government 
use and authority for depositing testing fees to the credit of appropriations or 
working funds. Agency publications on how to sell to the Government should 
include general information on how to have new or improved products considered 
for potential Government use. The development of material on this subject has 
already been started. 
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(f) Specification problems 

Brand name procurement.—An interagency study group has studied this subject 
to establish a uniform and proper Government policy governing the use of a par- 
ticular brand name (or equal) as a Government specification technique where 
formal specifications are not available. Based upon the comments of this study 
group, there is being developed a governmentwide regulation for circulation which 
would prescribe the situations when and the manner in which this purchase 
technique would be used. 

Packing, marking, and packaging.—A review was made of packing, marking, and 
packaging specification requirements. Following analysis, a study group recom- 
mended certain improvements in the administrative practices of procurement 
agencies and the adopton of a Federal standard to provide uniform terminology 
in specifications and standards and in related procurement and inspection 
documentation. 

Availability of procurement specijications.—The inability to obtain specifica- 
tions cited in procurement documents is a handicap to business concerns. Also, 
the submission of intelligent bids would be facilitated by making specifications 
more readily available. Based upon the work of a study group in this area, con- 
sideration is being given to: (@) the combination of all military indices of speci- 
fications into one index; (0) the free distribution of specifications; (c) the feasi- 
bility of having GSA regional offices expand their facilities to distribute specifica- 
tions to other Government offices ; (d@) the feasibility of establishing other strategic 
distribution points for widely used Government specifications; (e) a requirement 
that all Government contracting officials have all specifications, drawings, and 
similar documents available for inspection by interested persons; and (f) inclu- 
sion in invitations of information as to where cited specifications may be examined 
or obtained. 

Use of commercial specifications —Government efforts to write specifications 
more clearly, precisely and simply should be intensified in the interest of pro- 
moting easier comprehension, especially by small business concerns. Maximum 
use should be made by the Government of industry specifications and standards. 
Differences in judgment as to Government’s needs and the lack of standardiza- 
tion within industry itself are complicating factors in this problem area. 


(g) Other problems 


Many procurement problems were reviewed by the task force but are not re- 
ported because they were evaluated as not being of sufficient significance, 
prevalence, or adverse effect on business as to justify priority attention. 

In addition, there are some problems of definite significance which, because of 
their nature, have not permitted remedial action by the task force but warrant 
further examination and consideration by the agencies affected. For example, 
agency requirements for records retention, production reports, and operational 
data, appear to represent a real burden to small business concerns. Additional 
agency efforts to apply a selective process to eliminate unnecessary requirements 
wherever found should result in minimizing the impact of these requirements. 
(h) Legislation 

There were many suggestions pertaining to legislative support of recommen- 
dations resulting from the review of procurement policies and procedures. From 
these there was developed in early 1957 a draft bill, representing the views of 
the task force and the General Services Administration, designed to improve the 
procurement process and small business opportunities. The bill has been recent- 
ly revised to meet changes suggested by the Bureau of the Budget after circula- 
tion to all interested agencies. The revised bill has been submitted to the 
Congress. 

In its present form, the draft bill makes provision for (1) modernization of 
civilian agency procurement authority; (2) increasing the scope of small pur- 
chases in the “open market”; (3) a statutory basis for uniformity of procure- 
ment practices in the purchase of subsistence items; (4) a statutory basis for 
facilitating the making of advance and progress payments; (5) extension of 
the criteria for the set-aside program to assure a fair share of Government pur- 
chases to small business; and (6) simplification of procedure in administering 
certain labor requirements under construction contracts. 
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(i) Codification 

The Cabinet Committee on Small Business in August 1956 recommended codi- 
fication and simplification of procurement policies and procedures. The task 
force has recommended the development of Federal Procurement Regulations, the 
medium by which codification can be accomplished. Such regulations would 
contain material of common application to the procurement agencies, and repre- 
sent the maximum, practicable, governmentwide uniformity and coordination in 
policy and procedures. All Federal agencies and departments having substantial 
procurement responsibilities will be requested to contribute to this effort in 
order to achieve, as promptly as possible, uniformity of regulations affecting 
Federal procurement. 


Plans for codification contemplate that the task force will be directly re- 
sponsible for the codification project (for this purpose the staff support of the 
task force effort will be enlarged and the use of interagency study groups will be 
continued) ; that Federal Procurement Regulations material will be developed 
and prescribed by the Administrator of General Services and the Secretary of 
Defense, within their respective authority and published in the Code of Federal 
Regulations. The present Armed Services Procurement Regulation will be used 
as a pattern for developing the Federal Procurement Regulations. 

Senator Smaruers. Our next witness is Mr. Higgins, Assistant Sec- 
retary of the Army. Allright, Mr. Higgins. We are delighted to have 
you back again, and you may proceed in any way you like. 


STATEMENT OF HON. FRANK H. HIGGINS, ASSISTANT SECRETARY 
OF THE ARMY (LOGISTICS) ; ACCOMPANIED BY. BRIG. GEN. JEAN 
E. ENGLER, OFFICE OF THE DEPUTY CHIEF OF STAFF FOR LOGIS- 
TICS; J. W. ASKINS, ARMY SMALL-BUSINESS ADVISER; WILLIAM 
LIVINGSTON, DEPUTY FOR OPERATIONS, CHICAGO ORDNANCE 
DISTRICT; GEORGE VANDER WOUDE, SMALL-BUSINESS SPECIAL- 
IST, CHICAGO ORDNANCE DISTRICT; E. G. CONWAY, OFFICE OF 
THE DEPUTY CHIEF OF STAFF FOR LOGISTICS; AND BRADLEY 
WELFARE, SPECIAL ASSISTANT 


Mr. Hicerns. Mr. Chairman, it is always a genuine pleasure for us 
to come sit with you and the staff to discuss the progress we are making 
with our small-business program. 

Before I read my prepared statement, I would like to introduce the 
gentlemen I have here with me this morning. 

Brig. Gen. Jean Engler, who heads up the procurement in the Office 
of Deputy Chief of Staff for Logistics; Mr. Jack Askins, who is the 
small-business adviser to the Deputy Chief of Staff for Logistics, and 
to me. Then I have brought in Mr. William Livingston, who is the 
deputy for operations office of the Chicago Ordnance District, who will 
make a short presentation on what we are doing at the grassroots level. 
Advising Mr. Livingston is Mr. George Vander Woude, who is our 
small-business specialist from the Chicago Ordnance District office. 
We also have with us here today Mr. Emmett Conway, of the Office of 
the Deputy Chief of Staff for Logistics. These gentlemen will be 
used in various parts of my presentation. I have a prepared state- 
ment that is rather short, Mr. Chairman, and with your permission I 
would like to read it. 

Senator Smatuers. All right, sir. 
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Who is that fellow in the gray suit that you didn’t introduce? I 
don’t want him to be slighted. 

Mr. Hieerns. I’m sorry. This is Mr. Bradley Welfare, special as- 
sistant on my staff. He was a late starter. 

Mr. Chairman and members of the committee, I am Frank H. Hig- 
gins, Assistant Secretary of the Army for Logistics. 

Assuring the small-business community is afforded their fair share 
of the Army’s procurement is indeed an important undertaking and a 
continuing problem. It is a problem recognized on the logistics side 
of the Army from the very top echelons down to the individual who 
actually deals with the Nation’s business firms. I can assure you today 
that the Army is in accord with the program and is giving the program 
its wholehearted support. 

As you know, in this age of missiles and increasingly sophisticated 

saponry, more and more of the Army’s requirements are in a field 
hats small-business firms, as prime contractors, are seldom prepared 
to meet the Army requirements. In spite of this, however, percentage- 
wise, the Army has held its own in the amount of procurement going 
to small-business firms. I believe this to have been a considerable 
accomplishment and evidence of our sincerity in the execution of our 
small-business program. 

Although small business is at a distinct disadvantage in securing 
prime contracts for these sophisticated weapons, the Army has con- 
sistently made an intensive effort to influence the subcontract structure 
of the prime contractors to the end that the small-business contribution 
to the work performed by these prime contractors will continue at a 
maximum rate. 

During the past 24 months, the Department of the Army has placed 
special emphi SIS On urging its prime contractors to adopt our sub- 
contracting program. ‘Three hundred and five firms, receiving prime 
contracts of $1 million or over, have adopted the program. One 
hundred and sixty-six of these firms have submitted reports to the 
Army. 

The last reporting period, ending December 31, 1957, shows that 
small-business firms received from these Army prime contractors 
$80,883,000, as first-tier subcontractors. These dollars represent 14.4 
percent of the total defense contract receipts received by the prime 
contractors during July-December 1957. 

The Department of the Army has had a small-business program, 
policy, and procedures since early 1951. In order to carry out the 
pRngren, the Department of the Army appointed full-time small- 
yusiness specialists in all principal procurement offices and part-time 
specialists at, all other offices having a procurement responsibility. 

Continuously, since 1951, the Army has taken positive steps to 
improve the small-business program, initiate new policies and proce- 
dures to increase the share of business going to small-business firms. 
The Army’s outstanding record confirms the initiative and sincerity 
by all procurement personnel. 

That portion of the logistical management of the Army in which 
you are mainly interested can be broken into five businesses. 
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Now, at this point, Mr. Chairman, I would like to depart from 
my prepared statement and make a chart presentation to the com- 
mittee. 

Senator SMaruers. Fine. 

Mr. Higerns. Gentlemen, this is the chart presentation that I re- 
ferred to at my last appearance before this committee, at which time 
I told you that I had been invited to speak before the American 
Management. Association’s annual meeting in New York City at the 
Biltmore Hotel. This was the luncheon attended by small-business 
contractors, small-business people who were seeking more Defense 
business. 

As I have struggled with this problem, the thought presented itself 
that we might break down the Army’s tremendous procurement. pro- 
gram into the respective businesses that made up this program. I 
tried this at the small-business annual hearing referred to in New 
York, and it was so very well received there that I have asked that 
you take a look at it here tod: Ly, you and your associates. 

Senator Smariers. Fine. We are delighted to do so. 

Mr. Hiacrns. I would like to ask Mr. Askins if he will re: ad the 
letter received from the American Management Association, 1515 
Broadway, New York, N. Y. (exhibit IT (c)). 

Mr. Asxins. The letter is dated May 27, 1958 

DEAR Mr. HiaGins: You represented the high point at our small-business forum 
when you spoke to the luncheon group on May 15. The message made an impact 
on everyone of the responsible business leaders who were with us at that time. 
They could tell from your thorough analysis that this problem was being dealt 
with consciously and constantly under your most able direction. 

Your presence and your message left a good impression. We are proud to 
have had this done under the auspices of the American Management Association, 
and hasten to extend to you our most sincere gratitude for your taking the time 
away from a busy schedule to be with us. 

The letter is signed by the general management division, the man- 
ager, Mr. David J. Secunda. 

Senator Smaruers. That is fine. 

Mr. Hiceins. Now, then, Mr. Chairman, I will try, through a series 
of charts here, to work through to a presentation given to the small- 
business group at the meeting that day, and the action that was taken 
by the group and is now being taken by the Army to solve the major 
problem that we will develop. for you by this series of charts. 

(The first chart follows :) 
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You will note that we have on the chart what I like to call four 
separate businesses. The first is a textile business. The period of 
time represents the first 10 months of the 1958 year. That is, the fiscal 
year just finished. The figures will not be available for the whole 
year until a little later on. 

You will note in our textile business that in 10 months we did $237 
million, of which $188 million went to small business, or 79 percent, 
an increase over the previous year from 66 percent. That pretty well 
speaks for itself in our continuing effort in the textile business. 

Senator Smaruers. That was all let out on bids, I presume. 

Mr. Hiaerns. The greater part of it was advertised procurement; 
yes, sir. 

Senator Smaruers. That is fine. We had a little bit of discussion 
before another committee about some textile business that was not let 
out on bid. Wedon’t want to get into that here. But that looks good. 

You don’t have that broken i into areas, do you ¢ 

Mr. Hieains. No, sir. 

The second business is a construction business in which we did in 
10 months $389 million, of which $267 million went to small business, 
or 69 percent, an increase over the previous year from 64 percent. 

The next business we have is a wholesale grocery business, as I call 
it. This is the procurement of subsistence for all three services. In 
10 months we procured $453 million, of which $289 million, or 64 
percent, went to small business, an increase over the previous year 
from 51 percent. 

And I might say to you here, sir, that if that was calculated on 
the basis of actions, it would go up nearly to 90 percent. One of the 
factors that influences this is that our dollar volume in the procure- 
ment of meat runs into pretty large figures, and of necessity, some of 
the larger packinghouses participate rather liberally in this, which 
had a tendency to pull that 69 percent from a dollar figure down. 

The next business we have is services and supplies. In 10 months 
we spent $663 million, of which $286 million went to small business, 
or 63 percent, an increase over the previous year from 45 percent. 

Now, these four businesses are the main reasons why we in the 
Army 

Senator Smatuers. Let me ask youa question. I am not quite clear 
on these percentages. Of $663 million, you awarded $286 million to 
small business; is that right ? 

Mr. Hieerns. That doesn’t figure out 63 percent. 

Senator Smatuers. How can that be 63 percent of $663 million? 

Mr. Hiaerns. That is right. How do you explain this, Jack? 

Mr. Askrns. Well, it could be a transposition of figures, sir. Dol- 
larwise it is correct. So no doubt it is a transposition of figures. 
I can check it for you, though, and give it to you for the record. 

Senator Smarners. What do you mean by transposition of figures? 

Mr. Asxins. In making up the chart it could happen, sir. 

Mr. Hicerns Well, let us give you a detailed analysis of this. 
There has evidently been an error made in the chart or in the figures, 
one or the other. We will present you with a 
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Senator Smaruers. Well, now, go back to that subsistence, 64 per- 
cent is $289 million. I oruess that is all right. Who is a good 
mathematician ¢ 

Mr. Hicerns. Well, there is evidently something wrong with this 
figure. We will analy ze that for you and make a special report. 

“Senator Smatuers. Off the record. 

(Discussion off the record. ) 

Mr. Hicerns. I haven’t any patience with any error, but I just 
returned on Monday from the Far East, and I did all this work 
by an exchange of telegrams on the way back, and these charts were 
put together in the last 24 hours. 

Senator Smarners. Well, I absolve you, sir. You can be certain 
ofthat. But we ought to get those figures correct. 

Mr. Hicerns. That is right. I completely concur and we will fur- 
nish you with : a sep: urate report on that.’ 

Mr. Sruurs. Were these items, Mr. Secretary, picked out to be 
typical of your procurement, or does Mr. Askins have some more of 
them on out here about your missiles, perhaps, and your research and 
development ? 

Mr. Hicerns. Will you just allow me to finish ? 

Mr. Srutts. Yes, sir. 

Mr. Hicerns. Now, then, here are the four businesses made up in 
Army procurement that explain the reason why our percentage to 
small business will run so much higher than the other two services. 
We are dealing in an area here that is very susceptible to small busi- 
ness. It is an area that we are continually trying to improve these 
figures in, as is shown in the past year here. 

Now, the difference between the total volumes in these four busi- 
nesses is the $3.2 billion in the first year drops into the fifth business, 
which is the problem that confronts us all. 

Now, let us take a look at this one : 

Here is $114 billion in major items, where only 6 percent of it 
went to small business, a decline of 2 percent from the previous year. 
Here is the problem item. 

Now, if we break out that billion and a half, we find that in the 
missile program there is $699 million that went into missiles. 

We had $353 million in tanks, trucks, self-propelled weapons, and 
so forth; and then we had $458 million in what we call the gray area 
or the real problem area. 

Now, we have another chart over here that will break out a little 
more clearly this gray area 

(The chart referred to follows :) 


1 Record was corrected by letter dated July 29, 1958, from the Assistant Secretary of the 
Army (Logistics), to change the figure 63 percent to 45 percent. 
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In other words, that $458 million—let us see how that $458 million 
is made up. 

Now, this allows us to get right at the core of our problem, $365 
million of the $458 million, small business competed for this but the 
lowest price was from large business. Seventy-eight million dollars 
(for some reason or other) no bid at all was received from small busi- 
ness. Eleven million dollars, the low bid from small business was not 
responsive. And $4 million, the low bid from small business was re- 
jected because the concern was not a responsible bidder. 

Now, on this last chart it is my feeling we present the real small- 
business problem that we need to attack. And, at the American Man- 
agement Association meeting in New York City, I said to the ballroom 
full of people there: 

“This is your problem, gentlemen. I want to give it to you as your 
problem and ask you to organize yourselves on the basis of c oming in 
to us with the best recommendations that you can work out as to how 
we can solve this problem.” 

I understand that they have set up various task forces, that amount 
to some 28 individuals, that are going to call on us sometime in the 
near future with their recommendation of how we solve this gray 
area problem. I feel that that is the great product we got from hold- 
ing the meeting in New York City with this group. 

‘Also from that meeting, Mr. Noonan,® who heads up the small 
business in New England was present, and he asked me to be the 
speaker at their September meeting in New England to make this 
same kind of a presentation, so that we might lay the problem there 
in that area before the small-business people, which I have agreed 
to do. 

Senator Smatuers. I want to congratulate you on your statement 
thus far and say that many times we over here in Congress don’t 
like the habit of making speeches. We feel that officials ought to be 
here tending to business; but, in this particular area, I think the speech 
that you gave to the American Management Association and which 
you intend making to the New England group, where I spoke last year, 
is most worth while and, as a result, they can understand your problem 
and you, in turn, will have an increased understanding of their 
problem. 

So, I think they will greatly appreciate this, and I think it will re- 
sult finally, as you say, in the solution to the gray areas; because I 
think you are putting your finger right on it. T hat is the big problem. 

Mr. Hicerns. That is our problem. 

Now, before I return to my statement, I would like to ask if there 
are any questions on your part or the members of your staff on this 
chart presentation. 

Senator Smaruers. Do you have any questions? 

Mr. McInarnay. I have one, Mr. Secretary. 

In your last chart presented, you have $78 million in which there 
was no bid received from small business. 

Does this represent a decrease from the previous year, so far as you 
know ? 

Mr. Hicetns. Well, General Engler, I will ask you to answer. 


6 Joseph D. Noonan, executive secretary, Smaller Business Association of New England, 
Boston, Mass. 
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General Enoirer. Your question, sir, was with regard to the no 
bids received from small business, which shows as $78 million on 
the chart, sir. 

Our analysis for the whole fiscal year 1957, the total figure, instead 
of $458 million, was $828 million. 

In other words, the gray area as shown in red here was $828 million. 

In the fiscal year 195 17, there was $99 million of that which rep- 
resents no bid received from small business, sir. 

Mr. McInarnay. So there was really no decrease in the percentage. 

General Eneuer. Proportionately, it looks like somewhat of an 
increase, sir. 

Mr. Hicerns. It is about a standoff, because this is 10 months. This 
is nearly $8 million against the $9 million before. It looks like about 
a standoff. 

Senator Smatuers. All right, sir. We have no further questions 
on those charts. You goright ahead. This is fine. 

Mr. Hicetns. Mr. Chairman, as an example of some of the unique 
methods used to aid small business, I would like now to introduce 
Mr. Livingston, of the Chicago Ordnance District, who will discuss 
some of the services offered to small business by contracting officers 
down at the operating level. 

Now, departing from the prepared statement, I was very much 
impressed by that part of your letter in which you indicated that 
some time in the future your staff wanted to get right down to the 
people at the operating level. 

Well, I have shared this view for some time in a presentation here, 
and on a recent visit, which I make frequently through these pro- 
curement centers, I was very much impressed with what the Chicago 
Ordnance District had done in this particular area. And I had the 
presentation that I saw there brought on here. We have had it pre- 
sented at the breakfast we hold once a week in Mr. McGuire’s office, 
so that the other services could see this. 

I have also had it presented to our various technical services of 
the Army who do the procurement, in order that this kind of gospel 
may be spread. 

Now I would like to introduce Mr. Livingston, who will very briefly 
present to you what we are doing, as you mentioned in your letter, 
down at the grassroots level. 


STATEMENT OF WILLIAM LIVINGSTON, DEPUTY CHIEF OF 
OPERATIONS, CHICAGO ORDNANCE DISTRICT 


Mr. Livrneston. Mr. Chairman, I would like to invite your atten- 
tion to the geogr aphic al location of the Chicago Ordnance District, of 
which Iam Der yuty Chief of Operations.’ 

Our district is composed of the northern half of Indiana, practically 
two-thirds of the northern half of the State of Illinois, all of Iowa, 
Minnesota, North Dakota, Wisconsin, South Dakota, and the north 
peninsula of Michigan. 

We had a previous experience in the district in trying to find out 
just how much we had in the neighborhood of small business in the 


™Mr. Livingston presented a chart which was retained in committee files. 
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district, what were the potential facilities that might be put in the 
category of small business. 

We tried many ventures. One venture, in fact, was to go out and 
try to count smokestacks in each particular town. 

‘In trying to do that, administratively and economically, it was abso- 
lutely impossible. We just couldn’t afford the manpower or the 
expense. 

Another solution that we thought was the ideal move was to take a 
trailer van, and in this trailer van, we placed items that we intended 
to procure, with the hope that if they toured these districts, we would 
be able to entice people to bid on the required items. 

That was a World War I movement. It did not pay off as we 
expected. However, World War II was an easier problem. People 
came in to us rather than us knocking on the doors. 

Within the Chicago Ordnance District, we have 59 principal cham- 
bers of commerce, in which the greatest concentration of facilities are 
located, as well as population. 

For an example, towns like South Bend, Mishawaka, Ind.; Fort 
Wayne; Milwaukee; Des Moines; Davenport; La Crosse; Eau C laire; 
Escanaba; the Twin Cities, are some of the largest manufacturing 
areas and have the greatest amount of diversification in manufac- 
turing. 

I believe our district is known to be one of the most diversified 
districts in this respect. 

Now, in order to get out and meet small business and try to avoid 
the pitfalls that we had duri ing the peace years after World War II, 
we decided that the way to approach this was to approach it through 
a cooperative plan. 

This cooperative plan was with the chambers of commerce of these 
49 principal cities. At the time we inaugur: yee this plan, we had the 
problem, of course, of distressed labor area 

In approaching the chambers of commerce they were most. recep- 
tive to our plan, for the reason that now we did not come there prom- 
ising a contract, but we did want to seek out all of the facilities within 
their membership. 

The chambers of commerce guaranteed us cooperation. To that 
extent they have complied at this point as we expected them to 
comply, and assistance started in February of this year. 

We installed in these cities, where you see the circles—bid boards. 
The South Bend inspection office is the regional inspection office of 
the Chicago Ordnance District, as well as Rock Isl: und, the Twin 
Cities, and Milwaukee office. They have an obligation in the Chicago 
Ordnance District to have a bid board of the advertised proc urement 
that the Ordnance Corps program involves. 

With that, we set up replicas of the bid board in these cities, which 
you see circled, the idea Saline to bring bids in closer proximity to 


small-business firms who complain about the fact that travel from the 
Twin Cities to Chicago and back was a 2-day trip, and very expensive. 
You will notice that in this are a, while it is pretty well spread out, 
the travel time is excessive. With that, we brought these bid boards 
to the prospective sources—to their front doors, § so to speak. 
Now, we initiated these bid boards and got them established on 
March 17 in all four cities. 
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Our reason for putting bid boards in the inspection offices was so 
that we had technical assistance to offer the small-business man. 

We have in each of these offices an inspection division. The chief 
of the inspection division is capable of reading the invitation for bid, 
reading the blueprints, and specifications, and giving advice to small 
business. 

The next thing that proved to be very effective was this fact: When 
a small-business man up in the area, let’s say of any one of these 
cities, sees a proposed procurement in the "Department of Commerce 
synopsis, that he feels he can bid the job, he is forced to contact the 
office who is handling the procurement; maybe this office is 500 to a 
thousand or sometimes 2 000 miles away. 

By creating the offices closer to more sources, we are able to make 
it possible for the small firm to have more time to prepare a bid, 

One of the most serious complaints we have had from small business 
in our district has been that it hasn’t had enough time to bid by reason 
of the mailing of these bids. 

The sy stem we have incor porated enables the small-business firm to 
request by Western Union telegram or a telephone call to the Chicago 
office district a complete set of bids, specifications and drawings within 
24 hours. 

This has materially reduced the time that you have to bid in. 

When a bidder doesn’t have the proper time to bid, there is always 
the danger of a default contractor or a mistake in bid. 

This, 1 we hope, will minimize that. 

This plan is now being circulated throughout our other 15 districts. 
We have established conferences with other districts. We intend to 
hold a conference in the middle of August of this year, in which 
commands and arsenals will be invited and the plan explained fully. 
In developing this plan we have forwarded to the chambers of 
commerce 2.471 data cards. These data cards are essential for source 
lists. These source lists are being disseminated to all of our commands. 

The inspector of material (INSMAT) now has the responsibility of 
compiling a joint source of supply. At a latter date we will be able 
to amine them (INSMAT) with the necessary data of our districts. 

All districts, in compliance with our plan, will likewise comply. 
In the end, we will have a mater list of all facilities by various cate- 
gories of the country. 

We have found that small business needs advice. These meetings 
with the chambers of commerce were usually attended by contracting 
ofiicers. 

For example, Mr. Vander Woude, our small-business specialist, 
has been with our district since 1952. His experience in industry is 
over 40 years with the same corporation. He started in accounting 
and became an assistant plant manager on retirement. His type of 
experience is the type we need in order to consult with small-business 
firms. 

It is this type of background that aids small business. Not only 
do we offer the service of a small-business specialist, but we likewise 
offer the services of a price analyst, legal adviser, inspection adviser, 
and traffic adviser. 

The contractors are becoming cognizant of this and the chambers 
of commerce have now requested 2,471 data sheets. 
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They have filed (as of the 16th of July) 596 data sheets which not 
only include m: ieee capabilities but provide a means to show 
what the research and development potential may be within each 
company. 

Of the 596 reported, roughly 90 percent are small business. Of that 
90 percent that we have today, we forwarded invitations for bid to 
150 bids that were submitted. Of the bids submitted there were 29 
low bids, which are new sources within our district. 

It has also opened up another new field to us. It is true that every 
district should know the manufacturing capabilities of its district. 

With this system it will provide us with the new facilites that come 
in as the old ones go out of business. 

The system is established on a rotation basis. So far all companies 
have been 100 percent cooperative. As, for example, the South Bend 
Chamber of Commerce, within 3 weeks after we had been there, filed 
all data cards, had submitted a brochure to the district to indicate 
to us their cooperation. [Brochure was handed to the chairman for 
inspection and then returned to the witness. | 

Senator Smaruers. All right, sir. Go right ahead. 

Mr. Livineston. Sir, that concludes my presentation. Are there 
any questions ? 

Senator Smatuers. Mr. Livingston, I think that is a fine statement 
and it looks to me like a very sensible and somewhat ingenious 
method of getting information to these people and I know they must 
greatly appreciate it. 

I agree with Secretary Higgins that your presentation is worth 
being “made here; it is encouraging to see this kind of program being 
actually put into practice. I am confident that the statistics will 
eventually show small business getting a greater share as a direct 
result of programs such as yours. 

Mr. Hicarns. Yes, sir. Now, Mr. Chairman, I note we have gone 
considerably over our time and our principal small-business adviser, 
Jack Askins, here, has about 10 minutes or so that he can present his 
statement or "he tells me he can put it in the record, if you wish. 

I think it is chiefly directed toward questions ‘that your staff has 
asked as to the progress we have made. What is your pleasure? 

Senator Sararuers. I would say in the light of the fact that we are 
running late, that Jack has been around the Senate so long it is a 
little bit difficult for us to believe he can confine himself to 10 minutes. 

Mr. Hicerns. I couldn’t agree with you more. 

Senator Smaruers. Under those circumstances, we will let him 
make his statement a part of the record following your testimony, be- 
cause we can talk with him regularly. 

(The statement, in full, of Mr. J. W. Askins appears beginning 
p. 41.) 

Senator Smatuers. Thank you very much. Your presentation has 
been helpful to the committee. 

Before you leave, are there any questions, Mr. McInarnay ? 

Mr. McInarnay. Mr. Secretary, on the first paragraph of page 1 
you state that the Army is in accord with the small-business program 
and gives it wholehearted support. 

Do you feel the Department of the Army is contributing its maxi- 
mum to the end that small business can get an equitable opportunity ? 
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Mr. Hiaarns. We are doing everything in our power each month 
that goes i improve it. We are never satisfied with it and we are 
devising presentations such as we have shown you here today to con- 
tinus lly improve it. 

Mr. McInarnay. I take it that due to the fact that you called Mr. 
Livingston in to make this presentation, that he, in the Chicago ord- 
nance district, is doing an outstanding job in the grassroots level, so 
to speak. 

Mr. Hicerns. That is right. 

Mr. McInarnay. What is the situation in the other districts of the 
Army ? 

Mr. Hiceins. Well, as I mentioned earlier, we first brought this 
presentation in for Secretary McGuire and my colleagues in the other 
two services. We do this continuously. They have ide: as they share 
with us and vice versa, so that it has been exposed to the whole top 
level. Then through General Engler and his technical services this 
same presentation that has been made—this is an ordnance presenta- 
tion. 

The same thing has been made to signal, quartermaster, and engi- 
neers, and all the rest of them down the line as to how we might get 
this out to the grassroots. 

Now this was devised in this calendar year. It is in the process 
of being implemented. I offer this as one of our pieces of progress. 

Mr. McInarnay. This is somewhat of an innovation, this type of 
thing. 

Mr. Hicerns. Yes. 

Mr. McInarnay. I know that the SBA and DOD are making a 
joint subcontracting study. As I understand it, the SBA is the only 
contributor to that team, and there is one man from SBA going around 
to the various industries and talking with them. What is the Army 
specifically doing in the way of subcontr: acting ? 

Mr. Hicerns. Jac k, in about 30 minutes do you think you could 
answer that here ? 

Mr. Asxins. Yes, sir; I will try to confine myself to that. 

Senator Smaruers. He meant 30 seconds. 

Mr. Asxins. I understand perfectly. 

We have fully implemented, the same as the Navy and the Air 
Force the subcontracting program of the Department of Defense. 
In order to take a look at our efforts and to see what some of our 
major prime contractors are doing, a joint scheme was devised between 
the Small Business Ac Iministration and the DOD, Army, Navy, and 
the Air Force to visit certain of our prime contractors. They have 
chosen General Motors, Chrysler, and one other company to go in 
and to take a look at what we are actually doing in the way of urging 
them to have a subcontract program and to carry out our policy. 

It was decided that the Small Business Administration would make 
these visits on their own without representation from DOD or from 
the Department of the Army. 

Mr. McInarnay. Don’t you think, Mr. Askins, it might have been 
better if DOD had had a representative along? 
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Mr. Asxrns. I am of the opinion that there could have been more 
progress made, possibly if the Army and the DOD had had a repre- 
sentative. Therein the prime would have had a tendency to say, “We 
are cooperating with you to do this and we are glad to have you here,” 
and we would like to also know what the prime contractor tells the 
Small Business Administration. 

Mr. McInarnay. Don’t you think if subcontracting were made a 
primary concern in the negotiation process, that we w ould get further ? 

Mr. Hicerns. I would like to speak to that from a policy point of 
view, Mr. Mc Inarnay. From long experience I have determined that 
we, as the buyer, cannot get between our prime contractor and his 
subcontractor in laying down policy other than broad policy. 

In other words, you ‘could not go to a contractor, let_a missile sys- 
tem, we will say, to Martin down in Orlando, and say, “We are giving 
you this with the idea that you give this to this fellow, this fellow, 
this fellow.” 

Mr. McInarnay. No, Mr. Secretary, but if you have 2 or 3 equally 
competent large firms with whom you are negotiating, wouldn’t it be 
an incentive factor if they knew that you would lean toward the one 
who would do more subcontracting ? 

Mr. Hicerns. That is a part of our policy today. 

Mr. McInarnay. In other words, that is being done. 

Mr. Hicerns. Yes, sir; do you want to add anything to that, Gen- 
eral? 

General Enoter. No, sir; I was just going to say what you said 
there. We have a policy that is in effect today, under which we are 
directly encouraging the prime contractor to use subcontractors who 
are small business wherever they can or they have an election as be- 
tween the subcontractors, and we are getting very good cooperation 
from the prime contractors. 

Now the Secretary wrote a series of letters to some of the key 
prime contractors in which he directly and personally made contact 
with their top management to encourage them to participate in this 
small-business program. 

Also, we covered all of our prime contractors by having the tech- 
nical service cover those prime contractors that the Secretary did 
not personally cover. In addition to that, we currently have the policy 
under which we are including the clause in our contract in which the 
prime contractor agrees to participate in the small-business program, 
although we cannot direct them to go to certain subcontractors with- 
out diluting their overall responsibility. 

Mr. Hicerns. There is one additional phase we are doing, too, that 
has not been brought out here and that is, let’s say a prime contractor— 
and I will use a specific case here—the assembly plant at Charlotte, 
N. C., for the missile, for the Hercules missile. Now when they come 
in for machine tools to do certain operations on that missile, we said 
to them, “We want a survey made of the ability of the producers in 
your particular area to make this item on a competitive basis before 
we will consider furnishing you machine tools.” 

As a result of that sort of action, much of it went out into the com- 
munity down there rather than going into the plant. 

Mr. Duncan. Mr. McInarnay, may I clear up the record on one 
point? 
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You asked with respect to the subcontracting study whether it might 
be desirable to have a DOD representative present. The decision not 
to have one was made at the request of SBA which felt it would be 
preferable not to have one present for reasons which I think were 
proper and sound and I will take the responsibility for that. 

After discussing this with SBA, I agreed that no representative 
would be present. 

Mr. McInarnay. Thank you. 

Mr. Secretary, we have just a few minutes but I have two questions 
I would like to ask you with this in mind, and I would appreciate 
your making your answer as brief as possible. One is, are you not 
convinced that the Army can get a fair price in negotiating a 
contract ¢ 

Mr. Higerns. Oh, of course. 

Mr. McInarnay. And that you have greater control over the pric- 
ing in negotiating a contract than in advertising where you get your 
bids in and that is it. 

Mr. Hicerns. Mr. McInarnay, it is a matter of record that in my 
appearances over 3 or 4 years now before the House Armed Services 
Committee, I have testified that I favor a negotiation over any other 
type of procurement. I feel I can doa better job for the taxpayer 
and the Army through negotiation. 

Mr. McInarnay. And I understand that just recently you put 
out a letter or a directive that on 100-percent set-asides you would 
test the market once a year; is that correct ? 

Mr. Hiaerns. Yes, sir. 

Mr. McInarnay. Mr. Chairman, may we include in the record 
at this point a copy of the directive referred to? 

Senator Smarners. Without objection it is so ordered. 

(The material referred to follows :) 


ExHIbit II (d) 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE ADJUTANT GENERAL, 
Washington, D. C., April 24, 1958. 
To: Chief, National Guard Bureau 
Heads of Technical Staff 
Commanding Generals: 
Zone of Interior Armies 
Military District of Washington, United States Army 
Subject: Clarification of Policy Relating to 100-percent Set-Asides for Small 
Business 

1. It is the policy of the Department of the Army that an item(s) having 
been purchased on a 100-percent set-aside basis will be bought on an un- 
restricted basis at appropriate intervals so that the contracting officer may be 
assured that the Army has been and is buying at a fair and reasonable price(s) 
to the Government. 

2. Action with respect to class II installation and activities will be taken 
by heads of the Army staff agencies. 

By order of. Wilber M. Brucker, Secretary of the Army: 

HERBERT M. JONES, 
Major General, United States Army, The Adjutant General. 


Mr. McInarnay. Now why cannot the same objective be reached by 
means of negotiating with small business one of these contracts an- 


nually ? 
Mr. Hicerns. Well, it is part of my job here to be sure that I am 
buying this material for the Army at the best price, and I take it as a 
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art of my oath of office, that I am conforming with the laws of the 
and, and I would like to cite you three different instances here where 
we are directed to see that this is done. 

Now on a 100 percent set-aside the only way I can be sure it is done 
is to test the market competitively at reasonable intervals. 

Mr. McInarnay. Mr. ecretary, let me interject here. Isn’t it a fact 
that large concerns can come in on an open bid at cost or possibly less 
than cost, figuring to make out on renegotiation ? 

Mr. Hicerns. Oh, I think that there are arguments that have been 
entered here, that is true, where there is large volume in a plant, yes, 
but I have watched that; I have the staff watch it and we are alert to 
this problem, but at the same time where we are admonished here to 
get a fair and reasonable price from the lowest bidder. If somebody 
wants to make something for us at cost, we are not going to feel too 
badly about that. 

Mr. McInarnay. No, but if in the process a small-business firm 
which is geared up is shut out from making those things and big busi- 
ness can come back through renegotiation and level themselves out, 
we should be concerned. 

Mr. Hicerns. Well, that is a consideration that is present here; yes, 
sir. Do you want to say anything further on this, General ¢ 

General Enater. No, sir; I do not think I can add anything to what 
you have said. I think your instructions say that this will be tested at 
appropriate intervals. 

Mr. Hieeins. That is right. Of course, we have had a problem here. 
You must remember as things tightened up around the country there 
are a lot more people interested in certain phases of the business than 
they were before, and when we just arbitrarily go out and say that only 
this group can bid on something, we have to have firm ground for doing 
it, and I feel by that Iam protecting small business. 

I am sold on small business. I have been a small-business man, and 
I feel I am protecting small business by not getting into the WPA 
business with them. 

Mr. McInarnay. I have one more question, Mr. Secretary. Don’t 
you believe that we can go a long way in strengthening the small-busi- 
ness organization of the various military services by giving more au- 
thority to the man at the small-business-adviser level 4 

Mr. Hiceins. Well, I think that this is being worked out pretty well. 
I have meetings with these folks, and I think I would like to sit down 
with you sometime and just find out what you have in mind by more 
authority. I think that is something that we would need to analyze, 
that we just could not shoot from the hip on this and say yes or no. 
I think we would like to know more about just what you have in mind. 

Mr. McInarnay. Briefly, I have in mind that the small-business 
adviser in the procurement program would be put on a par with the 
procurement director. 

Mr. Hieerns. No, sir 

Mr. McInarnay. So that he can advocate this thing equally when 
the procurement—— 

Mr. Hieerns. No, sir: I would not be in favor of that; no, sir; nor 
any other agency. We have tried this very carefully, and in order to 
get a procurement job done you have got to have some authority sur- 
rounding the contracting officer. I have been meeting with the con- 
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iracting officers in meetings across the Nation the last 3 years. I 
keep myself very well informed in this area, and that is why I speak 
very directly about it. I would not believe in it; no, sir. 

Mr. McInarnay. What is your opinion of the effectiveness of 
making the change that DOD did with its small-business adviser, 
making him a director on your staff 

Mr. Hieatns. Well, we have talked a lot about this. I think that 
our relationship with Mr. Askins and the small-business group is 
workable, that it is working, and that I am continually striving to 
reduce my staff. I take considerable pride in saying it 1s only about 
half the size it was 3 years ago. 

Senator Smaruers. All right, sir; thank you very much, Mr. 
Higgins and your staff. You have made a fine presentation. 

Mr. Hiearns. Thank you, Senator. 

Senator Smaruers. We will include in the record at this point 
Mr. Asking’ full statement. 

(The material referred to follows :) 


STATEMENT OF Mr. JACK W. ASKINS, ARMy SM-LL-BUSINESS ADVISER 


Mr. Chairman and members of the committee, basic Army policy regarding 
the Army’s small-business program, small-business firms doing business with the 
Army as prime contractors, the Army’s subcontracting program and cooperation 
with the Small Business Administration has not changed since last appearing 
before this committee. 

The Army continues to monitor its small-business program, policies and pro- 
cedures through its small-business specialists and procurement personnel. We 
also, still maintain exhibits and display centers throughout the United States 
and encourage small-business firms to utilize these to their fullest extent. 

The important thing to the Army, as I am sure it is to this committee, is what 
the Army has done during the past year to strengthen our small-business 
program. 

In addition to the presentation made by Mr. Livingston, during the past year 
the Army has put special emphasis on the following: 


PROCUREMENT CONFERENCES 


The Assistant Secretary of the Army has taken his first-team procurement 
personnel, which includes myself as Army small-business adviser, into the field 
and held conferences with contracting officers, negotiators, buyers, and 
technicians. 

The purpose of these meetings is to afford the Secretary an opportunity to 
discuss with this middle management group, first-hand Army procurement poli- 
cies and procedures. At the same time, to get, direct from frontline personnel 
their questions, problems, and to have a general panel or round table discussion 
so as to improve the effectiveness of the Army procurement program which en- 
compasses the small-business program as an all-important element of procure- 
ment. 

Army small-business specialists assigned to field purchasing offices have been 
an integral part of these conferences and discussions. They have contributed 
greatly to each meeting. 


SCREENING PROPOSED PROCUREMENTS 


Army small-business specialists are permitted to screen all proposed procure- 
ments regardless of the nature of the procurement. At the same time, the SBA 
procurement representatives, where assigned, are afforded the opportunity to 
screen and request set-asides for small-business firms. 

Based on the Army’s unilateral initiative and the joint efforts of the Army 
procurement and small-business personnel and the SBA procurement representa- 
tives, the following results in awards to small-business firms on a set-aside 
basis were achieved during the past 10 months (fiscal year 1958): Number of 
awards, 3,612: dollar amount, $265,085,022. This number of awards represents 
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one-third of all awards made to small-business firms on a set-aside basis by all 
Government agencies. The dollars awarded represents just less than one-half 
of all dollars awarded to small-business firms on a set-aside basis by all Gov- 
ernment agencies. 


COOPERATION WITH THE SMALL BUSINESS ADMINISTRATION 


There has developed during the past year a better relationship between all 
echelons of the Department of the Army and the Small Business Administration. 
This has been achieved by a mutual understanding of the responsibilities and 
functions of the Army and the Small Business Administration. As a result 
of these relationships and better coordination, a greater number of procure- 
ments have been screened, more proposed procurements set aside for small- 
business participation and more awards made to small business on a set-aside 
basis. By no means does this mean that the ultimate has been achieved, but 
certainly great progress has been made. 

The Army welcomes the recent action taken by Congress to recommend the 
Small Business Administration as a permanent agency and looks forward to 
working more closely with the Small Business Administration toward the goal 
of carrying out the intent and desire of the Congress and at the same time 
mutually assist the Army, the Small Business Administration, and the small- 
business community as a whole. 


SMALL BUSINESS ADMINISTRATION OPPORTUNITY MEETING 


For the past year the Department of the Army has continued to be among 
the most active participants in putting on these meetings. Through this media 
an educational program is carried out for the small-business man in the field 
on a person-to-person basis. By participating in these meetings the Army has 
been able to administer maximum assistance to small-business men in the most 
expeditious manner and at the least expense to all concerned. The Army in- 
tends to continue to actively participate in proposed future meetings of this kind. 


DISSEMINATION OF TECHNICAL INFORMATION 


A concerted effort has been made to make available to small business firms 
technical information. Dissemination continues to be made through Army’s 
technical services and field purchasing offices, the Office of Technical Informa- 
tion, Department of Commerce, and the Small Business Administration. 


INTEGRATED INDUSTRY MISSILE SYSTEMS TEAM CONCEPT 


On March 11, 1958, the St. Louis Ordnance District brought to the attention 
of the Assistant Secretary of the Army for Logistics an innovation whereby the 
district made a survey of companies and their potential production capacity 
within the district. The object of the survey was to combine groups of these 
companies to give consideration to the possibility of affording these groups an 
opportunity to participate as a “team” in the Army missile programs. The 
idea has become known as Integrated Industry Missile Systems Team Concept. 
One of the groups, namely, Nicholson Industries, Inc., has made a full presenta- 
tion to the Army Ordnance Missile Command on July 2, 1958. An evaluation 
is being made of this presentation and a report will shortly be forthcoming at 
which time we would be happy to advise the committee of our findings. 


MIDDLE MANAGEMENT GROUP 


At this point I would like to address myself to the subject of the middle 
management group beyond the point which the Secretary covered in his 
statement. 

1. In addition to the procurement panel conferences the Secretary holds with 
contracting officers, buyers, negotiators, and technicians, he has taken his 
first-team procurement personnel before the classes of the Industrial College of 
the Armed Forces. The personnel attending this school are highly selected men 
and women who are now or are destined to become the leading officers and 
civilians of the Army. 

2. The Secretary has spoken before every class of the Army Supply Manage- 
ment Course at Fort Lee, Va. 

3. I speak before each class of the Procurement Management Course at Fort 
Lee, Va. 
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4. Key personnel of the Office of the Deputy Chief of Staff for Logistics 
address contracting officers, buyers, negotiators, and small-business specialists 
of the Zone of Interior armies at procurement conferences held by the head- 
quarters of each of the Zone of Interior armies. 

5. I frequently attend and speak at meetings of the Small Business Regional 
Councils. These councils are made up of the small business specialists of all 
military and civilian agencies located within certain geographic areas. Some 
of these councils meet on a monthly basis while others, geographically dispersed, 
meet on a quarterly basis. 

6. I address annual conferences held by the technical services for all their 
small business specialists throughout the continental United States. 


LETTERS OF CONGRESSIONAL INQUIRY 


The Department of the Army is the recipient of a steady stream of requests 
from businessmen direct and a considerable number of requests from your com- 
mittee and other congressional sources. These average between 12 and 14 re- 
quests weekly. These requests generally divide themselves into three cate- 
gories: 

1. Requests for information on “How to do business with the Army.’—Appro- 
priate pamphlets on how to do business with the Department of the Army to- 
gether with an appropriate explanatory letter are sent to the company con- 
cerned. These pamphlets include information in simple language telling the 
contractor, among other things, the necessary steps he should take, the types of 
material and services purchased by the various technical services and pur- 
chasing offices, lists of Army prime contractors who are potential sources for 
subcontract work, together with the Army booklet entitled “Department of the 
Army Small Business Specialists and Advisors.” The covering letter points out 
the name of the nearest appropriate Army installation where the company con- 
cerned may contact a specific small-business specialist for detailed informa- 
tion. A copy of the letter to the company concerned is sent with appropriate 
instructions to the technical services or Zone of Interior army headquarters 
concerned. 

2. Requests to be placed on bidders lists —Upon receipt of requests for a com- 
pany to be placed on appropriate bidders lists the Army staff determines from 
the information provided the technical service or services that have primary in- 
terest. A letter directive is then prepared and sent to each technical service 
concerned instructing them to have their nearest field small-business specialist 
contact the company, discuss the company’s capabilities and ascertain the appro- 
priate bidders lists to which the company should be listed. At the same time 
that this action is taken a letter is sent to the company inquiring, or to the 
company inquiring plus the congressional source making inquiry for the com- 
pany, informing each or both of the action taken. The company concerned is 
advised of the name of the small-business specialist nearest his place of busi- 
ness so that a personal contact and followup may be made by the company 
concerned. 

3. Concerns having a specific item or service to sell—Companies desiring to 
interest the Army in a specific item or service, heretofore not purchased by the 
Army, must furnish sufficient information or a brochure in order that their item 
or service may be evaluated. Having received the necessary information or 
brochure, the Army staff sends the information by letter directive to the technical 
service or services most concerned and requests that immediate contact be made 
with the company. It is the policy of the Army to evaluate the item or serv- 
ice offered and to advise the company concerned of the Army’s interest, or its lack 
of need for the item or service. In those cases where it is desired by the com- 
pany concerned the firm’s name is added to appropriate bidders lists for those 
items which it is determined that the company might furnish the Army. 


SAMPLE LETTERS OF APPRECIATION FROM INDUSTRY 


During the past 12 months the Army has received inumerable letters of ap- 
preciation from industry, which we feel is a limited yardstick for gaging the 
effectiveness of service rendered to industry and whether the Army has a sound 
small-business program. 

With the permission of the committee I would like to submit these for the 
record. 

This, Mr. Chairman, concludes my statement. 
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(The letters referred to follow :) 


ExuHisiT III 
Sta-RITE Propucts, INC., 
Delavan, Wis., June 6, 1958. 
Mr. JaAcK W. ASKINS, 
Army Small Business Adviser, 
The Pentagon, Washington, D. C. 

DeaR JACK: Pat Patterson and I are sincerely grateful for the help you and 
your technical service small business advisers gave us last week. 

We feel the treatment you and your associates gave us not only afford our 
company an equal opportunity to work effectively toward becoming an Army 
supplier but, in addition, gave us a feeling that small business is indeed, “big 
business” within the Army. 

We also appreciate the amount of time you, personally, gave us as newcomers in 
seeking the opportunity to compete for Army contract awards. No company 
could ask for a more effective and time-saving schedule of indoctrination than you 
set up for us. 

Pat and I left Washington with the feeling that you and your associates had 
opened the door for us, and, from this point on, the way was clear for us to sell 
our company, its capabilities, and its products through the clearly defined channels 
opened for us. 

Thank you very much. 


Very truly yours, 
R. M. HAYEs, Jr., 


Vice President, Sales. 


SOUND-SCRIBER Corp., 
Washington, D. C., April 8, 1958. 
Hon. WILser M. Brucker, 
Secretary of the Army, 
Pentagon, Washington, D.C. 

Dear Mr. SECRETARY: This is a letter of appreciation. 

I speak for the chief executive of the Sound-Scriber Corp., Mr. Henry J. Servais, 
and myself when I express our sincere appreciation for the help and assistance 
given us by Mr. Jack W. Askins, your small-business adviser. 

As a supplier to the United States Army for both portable network and stand- 
ard dictating machines systems, we have found in the past that the most difficult 
thing to do was to find the right person to talk to. Mr. Askins and his staff 
through the small-business program have made available those hard-to-find 
right people. 

Please accept our gratitude for having set up such a fine program to serve 
your suppliers. 

Very sincerely yours, 
E. HunTER Crovucn IT, 
Federal Coordinator. 


GRESHAM & Co., INC., 
Kansas City, Mo., February 4, 1958. 
Mr. J. W. ASKINS, 
Deputy Chief of Staff for Logistics, 
Pentagon Building, Washington, D. C. 

DEAR Mr. ASKINS: Mr. Cromb and I wish to again thank you for the time and 
helpful advice which you gave us while we were in Washington on January 21, 
1958. You are certainly doing an outstanding job and I wish you all possible suc- 
cess. I thought you might be interested in the enclosed copy of the letter which 
I have sent to Congressman Breeding. 

I hold a commission in the Active Reserve and have a mobilization assign- 
ment with the Legal Office, Department of Logistics. I anticipate having my 
annual 2-week tour of duty in April and at that time I shall look forward to re- 
newing our acquaintance. 

With best wishes, I am, 

Sincerely yours, 
WENDELL S. HortMEs, 
Vice President and General Counsel. 
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KoEHLER MANUFACTURING Co., 
Marlboro, Mass., December 19, 1957. 
Mr. JAcK ASKINS, 
Small Business Adviser to Army, 
1B 569 Pentagon, Washington, D. C. 

Dear Mr. ASKINS: Just a note to express my sincere thanks for your fine co- 
operation and your sincere efforts in explaining the Army procurement system. 

I am looking forward to receiving the pamphlets that you are sending me. 


Very truly yours, 
Paut Lazzaro, Sales Manager. 





STANDARD Corn & MANUFACTURING Co., 
Pittsburgh, Pa., December 18, 1957. 
Mr. J. W. ASKINS, 
Army Small Business Adviser, 
Department of Defense, Washington, D.C. 

Dear Mr. Askins: I certainly appreciate the way you took your time and 
good thinking to help us in your office Monday, December 16, 1957. I met with 
Mr. Caroll Tuesday afternoon in the Pittsburgh Ordnance Office. It is very co- 
incidental that Mr. Caroll and I had been acquainted from previous business, 
but we were unaware of our identity before meeting in his office. 

Your interest in phoning their office had some effect in that the Pittsburgh 
Ordnance Office in very full detail explained to us the total problem involving 
relations with Ordnance in regard to the particular contract under discussion, 

Mr. Howard Brenholts, owner of Standard Coil, accompanied me to the meet- 
ing in Mr. Caroll’s office and we have clarified much of the problem as to finan- 
cial responsibility in future matters. It is clear that we are high with our bid 
compared to another bidder, which in this case happens to be a large business 
coneern, 

I shall endeavor to use all the information you have given us to good advan- 
tage and I hope that your office shall hear more about us as a supplier to the 
Government. Thank you again for your time and effort. 

Yours truly, 
HARo.tp G. HALL, 
General Manager. 


MELETRON CorpP., 
Los Angeles, Calif., November 27, 1957. 
Mr. JAcK ASKINS, 
Chief Executive, Small Business Specialists Office, 
United States Army, Washington, D.C. 

DEAR Mr. ASKINS: Just a note to thank you for your thoughtful assistance 
while I was in Washington last week. 

It is most gratifying to come to Washington and find the guidance and help 
which small business needs. The Meletron Corp. should be able to successfully 
acquire the type of additional business desired. 

Should you come to Los Angeles at any time, we should be happy to hear 
from you. 

With best regards. 
Rosert G. BREYER. 


A. E. & R. F. Rare, INec., 
Palm Beach, Fla., September 3, 1957, 

Mr. JAcK ASKINS, 

Assistant to the Secretary of the Army, 
Washington, D. C. 

DEAR Mr. ASKINS: Thank you for providing me with some valuable infor- 
mation. I appreciate the time you were able to devote to my particular prob- 
lem concerning the Palm Beach industrial district. 

I am very confident the listings you gave me concerning prime contractors 
will be very helpful to our industrial department. 


Sincerely, 
PERRY NELSON, 
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UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
April 18, 1957. 
Hon. FRANK H. HIGGINs, 
Assistant Secretary of the Army, 
Washington, D. C. 

Dear FRANK: It just would not be possible for me to thank you enough for all 
your intelligent and cooperative kindness to Kansas City and the Kansas City 
area as expressed in the magnificent presentation you and your staff made 
under the sponsorship of seven of the most important groups in that part of the 
country. 

But I do thank you very much, and hope you will express my appreciation to 
the others who participated. 

It is people like you who sell effectively the logic of our democratic way of 
life—and we are all mighty grateful. 

Sincerely, 
Stuart SYMINGTON, 


CiTy OF FALL RIver, MAss., 
INDUSTRIAL COMMISSION, 
Fall River, Mass., March 19, 1957. 
Mr. Jack W. ASKINS, 
Army Small Business Adviser, 
Washington, D. C. 

DeaR Mr. ASKINS: Just a short note to say thank you for your kindness and 
hospitality of last Thursday. 

I have had the opportunity to talk to two firms and get them interested in 
bidding on contracts. They have also promised to go to our Fall River meeting 
in boston as suggested by Colonel Brown. 

Please give us a little time on the list to whom your material should be sent 
as we don’t want it wasted. 

I hope to be able to say hello again in the near future. 

Cordially, 
WALLACE A. WALKER, 
Executive Director. 


GULF OIL Corp., 
Houston, Tex., March 11, 1957. 
Mr. JaAcK W. ASKINS, 
Small Business Adviser, Department of the Army, 
Washington, D.C. 

DEAR Mr. ASKINS: It was indeed a pleasure to receive the series of bulletins 
which you promised to submit in our conversation last week at Fort Worth, 
Tex. Many thanks for your promptness and I am sure the data contained in 
these bulletins will be of considerable value to our various departments. 

Our Fort Worth sales engineer, Mr. Ed Hatton, and I thoroughly enjoyed the 
conference in which you participated as we feel that considerable benefit was 
derived by all of us from the frank and expansive discussions during the panel 
session. JI know this involves quite a bit of effort on the part of you and your 
associates but all of you are to be heartily congratulated. 

If at any time your business or pleasure brings you to Houston, we would be 
more than happy for you to call on us personally. 

Yours very truly, 


SpecraAL Propucts & ACCOUNTS MARKET, 
JacK W. Doran, Supervisor. 
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BELL & HOWELL Co., 
Chicago, Ill., December 18, 1956 
Mr. JAcK W. ASKINS, 
Small Business Adviser to the Assistant Secretary of the Army 
(Logistics), Office of the Secretary of the Army (Logistics), Washing- 
ton, D.C. 


DEAR Mr. ASKINS: We came away from the procurement and industrial con- 
ference of November 7, 1956, with a very fine impression of the management 
team. The panel well deserves the excellent commendations it received. 

AOA’s “Speaker’s Table” hour afforded us added pleasure. Other company 
executives and I appreciated meeting you and your colleagues as well as receiv- 
ing your “feel free to drop in at headquarters” invitation. On a future trip to 
Washington I may call your office to say hello and then, if convenient to you, 
to accept that invitation. 

In turn, we hope that you and members of your staff can, in some of your 
near-at-hand travel plans, include a visit to our plant. Our latest ambassador, 
the enclosed brochure, illustrates this invitation. Mr. J. L. “Scotty”? Robertson, 
our manager, Washington branch of the government products section, will be 
glad to handle arrangements for such a visit. Please feel free to call upon 
“Scotty” for any service he might render in Bell & Howell’s behalf. The office 
is located at 742 Wyatt Building, 14th and New York Avenue NW., Republic 
7-1800. 

It was a privilege making your acquaintance and again, should you have any 
questions about us or our products, ask them. 

Very truly yours, 
CARL J. STAUFF, 
Director, Government Sales. 

Senator SmarHers. Our next witness will be the Assistant Secretary 

of the Navy. 


STATEMENT OF HON. FRED A. BANTZ, ASSISTANT SECRETARY OF 
THE NAVY (MATERIAL); ACCOMPANIED BY VICE ADM. E. W. 
CLEXTON, CHIEF OF NAVAL MATERIAL; CAPT. E. M. FAGAN, 
ASSISTANT CHIEF OF NAVAL MATERIAL FOR PROCUREMENT; 
M. H. STEGER, OFFICE OF GENERAL COUNSEL; AND CAPT. F. A. 
ALLIS, CHIEF, OFFICE OF SMALL BUSINESS OF THE NAVY 


Senator Smarners. Mr. Secretary, we are delighted to have you 
again. You may proc eed any way that you care to. 

Mr. Bantz. Mr. Chairman, I have a fairly brief statement. It is 
the only statement we will offer this morning as far as a formal 
statement; and I would suggest I read it. 

If you prefer to have it in the record, why I can do that. It will 
take about 7 or 8 minutes. 

Senator Smaruers. Then after you get through with that statement, 
what do you plan to do then ¢ 

Mr. Banrz. Answer any questions. The group here will try to 
answer any questions. 

Senator Smaruers. All right, read your statement and we might get 
some ideas as to what to ask you after you read the statement. 

Mr. Bantz. Mr. Chairman, I appear before you today to report on 
the Navy small-business program for fiscal year 1958. We have 
provided your staff with copies of a detailed report on this subject, 
which I now propose tosummarize for you. 

The actual share received by small business of Navy net procure- 
ments within the continental United States was 18 percent during the 
first 11 months of fiscal year 1958. 
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This compares with 19.5 percent for the same period last year, 
fiscal year 1957, a decrease of 114 percentage points. Dollarwise, 
small business received $939 million this year as compared to $943 
million last year. 

This decrease has been in spite of continued woe isis on all aspects 
of the small-business program throughout the Navy during fiscal 
year 1958. 

An analysis of the totals of awards to small business in terms of 
the principal purchasing officers of the Navy shows that, of the 8 
principal purchasing offices of the Navy, 5 actually have made in- 
creased awards to small business duri ing 1958. 

One office, the Bureau of Aeronautics, has the same percentage of 
awards to small business that it had last year. Only in the case of two 
major procurement offices was there an actual drop. These two are the 
Bureau of Ordnance and the Military Sea Transportation Service 
(MSTS). 

In the case of the first of these, the Bureau of Ordnance, there has 
been a decrease of the small-business share from 7.5 percent for 11 
months of fiscal year 1957 to 2.8 percent for fiscal year 1958. 

The basic reason has been the continuing increase in the portion 
of the procurement by this Bureau devoted to large and high ly tech- 
nical equipments which are beyond the capabilities of smi all business. 

Realizing this situation, the proc urement and technical personne! 
of the Bureau of Ordnance have throughout the year carefully re- 
viewed proposed prime contracts for the purpose of making maximum 
utilization of small business wherever possible consistent with sound 
procurement. 

In this connection, it will be recalled by the committee that Rear 
Adm. Paul D. Stroop, Chief of the Bureau of Ordnance, described for 
you his procedures of missile procurement at the time of your hearing 

on this subject last May. At that time, the committee was kind enough 
to commend Admiral Stroop for his diligence on behalf of small busi- 
ness. 

In the case of the MSTS, the percentage decrease was from 15.9 
percent last year to 9 percent this year. "The cause for the drop is 
statistical, rather than indicating a tr rend adverse to small business. It 
turns out that a sizable portion of MSTS procurement during the past 
year took the form of renewal of several biannual contracts. 

Since these contracts are included in the figures for 1958 but not 
in 1957, direct comparison between the 2 years is not conclusive. With- 
out these contracts, the small-business percentage in 1958 would be 
the same as that of 1957. 

Incidentally, 2 of the 3 contractors under these biannual contracts 
are classified as large business only because of the employment. neces- 
sary to maintain these contracts. Without them, they would be defi- 
nitely small. 

During fiscal year 1958, we have made a complete review of our 
entire small-business program. 

All personnel concerned, from the chiefs of the bureaus on down, 
have received from me and from the Chief of Naval Material, Vice 
Adm. E. W. Clexton, clear policy statements in regard to the empha- 
sis that the program must receive. 


1The Role of Small Business in Defense Missile Procurement, 1958, hearings before the 
Subcommittee on Government Procurement, Senate Select Committee on Small Business, 
April 29, 30, and May 1, 1958. 








ar, 
ise, 
943 


cts 
cal 


of 
» 8 


in- 


of 
wo 
he 


ice 


SMALL BUSINESS PROCUREMENT PROGRAMS 49 


This emphasis, and the refinements and improvements in our policy 
which have been effected during the past year, leave no doubt in the 
minds of any of the procurement and technical personnel concerned 
with the implementation of the program about the goals to be reached 
and the procedures to be followed. 

Among all of the various aspects of the program, the following 
have been emphasized during the past year : 

First and foremost—the clarification of policy and the familiariza- 
tion and education of the middle management level of the Navy. 

Secondly—the vigorous implementation of the set-aside procedure 
for small business. As a result, we have increased our use of set- 
asides in favor of small business by about one-third. 

In connection with set-asides, you will be interested to know that we 
have succeeded in increasing the set-asides for jet fuel, about which 
your committee asked at last year’s hearings. In 1957, we set aside 
8 million barrels of jet fuel for participation of small business. 

In fiscal year 1958, we set aside 12,120,000 barrels. 

In addition to our efforts to increase the small-business share of 
our direct purchases, we have also endeavored to increase the small- 
business share of subcontracts from our prime contractors. 

Based on the reports received from those companies subscribing to 
the Defense small-business subcontracting program, the percentage 
subcontracted by them to small business has remained about constant 
at 20 to 21 percent of receipts. This is believed to be a reliable indi- 
cation of the average of our prime contractors. It is noteworthy, 
I think, that this percentage has held up notwithstanding the va- 
rious factors which might have motivated big business to reduce its 
subcontracting to small business. 

In an effort to prevent any such reduction from developing, bu- 
reau chiefs forcibly reminded their major prime contractors of their 
responsibilities to participate in this program of the Government. 
Sample letters on this matter are included in the full report.’ 

Also in the full report is a copy of a directive recently published by 
the Chief of Naval Material emphasing the necessity upon all tech- 
nical bureaus of insuring that small business be abundantly repre- 
sented in future symposiums or briefings for industry on subjects of re- 
search and development. We are much interested in this point, and 
expect that not only will small business benefit but that the Navy in 
turn will be afforded a broader and better informed industrial base. 

The final area of special emphasis, which I would like to mention 
here—and all of these are discussed much more fully in the report— 
is the considerably increased participation by the Navy during the 
past year in various exhibits of business opportunity and procure- 
ment conferences in the field. These have taken place under the co- 
ordination of individual communities, of the Small Business Admin- 
istration, and of the Department of Defense. 

According to reports from local community sponsors, these dis- 
plays and clinics have stimulated the placement of substantial defense 
and commercial contracts. 

We feel, as a result of watching the attendance records, that the 
main beneficiaries of these affairs are small businesses. 


2See p. 85. 
3 See p. &6. 
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Many recommendations made in your report for 1957,* as well as 
other matters in which you have expressed an interest, are touched 
upon in the full report. The points that you and your staff have 

raised have proved to be useful guideposts in our promotion and im- 
provement of our small-business program. 

I would like to refer briefly now to our plans for the small-business 
program of the Navy during the coming year. We have a well de- 
veloped policy, and will now put more emphasis to insure full imple- 
mentation of this policy at the level of the individual procurement 
and teclinical officer. 

While still continuing close and fruitful relationships with the 
Small Business Administration, other Government agencies, and with 
the small-business community itself, we will devote as much time as 
possible to visiting procurement offices and examining specific pro- 
curements that have taken place. To aid in this process, we plan to 
use accounting machine runs of selected categories of past procure- 
ments in specific activities. Although this is a costly process in terms 
of time, we feel certain that the results will be fruitful. 

Building on the information derived from these test checks of pro- 
curements we will follow up with part two of our plan. This will be 
to gather groups of procurement and technical personnel together and 
explain to them the economic facts that underlie the small-business 
program of the Government and the reasons for the Navy to do every- 
thing possible consistent with sound procurement to see to it that small 
business is given every opportunity. 

Gentlemen, this is a very brief summary. Our report submitted 
to you covers these points and many others in some detail. With me 
here today are: Vice Adm. E. W. Clexton, Chief of Naval Material; 
Capt. E. M. Fagan, Assistant Chief of Naval ape for Procure- 
ment; M. H. Steger, Office of General Counsel; Capt. F. A. Allis, 
Chief, Office of Small Business of the Navy; and with them the small- 
business specialists from our major procuring offices. These men, I 
am sure, should be able to answer any questions from members of the 
committee. 

Mr. Chairman, that is the end of this statement. I would just like 
to say this: I think probably that the Navy gives most credit to Ad- 
miral Clexton, Captain Fagan, and Captain Allis, here, who have 
made everybody in the field of procurement of the Navy much more 
conscious of the small-business program than they have ever been 
before. 

That is the end of my statement, sir. 

Senator Smaruers. Thank you, Mr. Secretary. 

Do you have any questions, Mr. McInarnay? Go right ahead. 

Mr. McInarnay. Mr. Secretary, you heard the discussion a few 
minutes ago about the small-business adviser and his place among 
your staff. What is your opinion of the manner in which the Depart- 
ment of Defense has set up its small-business adviser as a director on 
the staff of the Assistant Secretary ? 

Mr. Banrtz. I do not know as I understand that question, just how 
you refer to the Department of Defense. Do you mean the Depart- 
ment of Defense as the Office of the Secretary of Defense (OSD) ? 
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Mr. McInarnay. Secretary McGuire. 

Mr. Banrz. Well, I think they have a setup over there and work 

very cooperatively and coordinate very well with the three services. 

Mr. McInarnay. Do you feel any improvement could be made in 
your staff by making a comparable ¢ hange ? 

Mr. Bantz. Of course we have Captain Allis, who is the small- 
business representative of the Navy. He works very closely with the 
13 full-time small-business specialists we have, and I think working 
under Admiral Clexton here we have about as fine a setup that way, 
and I do not mean by that I think we are doing everything we can, 
but I think we have it very well staffed now. 

Mr. McInarnay. Mr. Secretary, on page 1 of your full re port you 
show a 1.5 percent decrease in awards to small business in the first 11 
months of fiscal year 1958. This represents by the way about a $75 
million loss to the small-business community. As I understand it 
this was the first year that the Military Petroleum Supply Agency 
was included in your statistics. Is it not a fact that without MPSA 


your decline in awards to small business would have been somewhat 


greater ¢ 

Mr. Banrz. Did you say petroleum ? 

Mr. McInarnay. Right. 

Mr. Banrz. Obviously—Captain Allis, would you answer that, 
please ? 

Captain Annis. The comparison with last year of the petroleum 
procurements only includes the last 5 months of last year in this de- 
crease of 114 percentage points. 

The first 6 months of the fiscal year 1957, petroleum procurements 
are not in that comparison, and if they had been, it is true that the 
percentage last year would have been a little higher and the difference 
then of 114 would be somewhat greater. Specifically, if the 6-month 
figures for the Armed Services Petroleum Purchasing Agency had 
been included as part of the MPSA, the 11-month small-business 
share for the Navy would have been 19.6 percent in fiscal year 1957, 
rather than 19.5 percent which we used. 

We have not sought to explain that because at the same time that 
the joint agency for the procurement of petroleum was set up, there 
were also other government agencies set up, as for instance in textiles 
and in subsistence, and we feel that those have offset each other, so 
that for the business of the Navy that remains, that 1144 percentage 
points represents a fair evaluation of the difference between the 2 
years. 

Mr. McInarnay. I notice that BuOrd decreased its small-busi- 
ness awards from 7.5 to 2.8 percent. 

Here again I think is an example of your small-business policy 
not keeping pace with the procurement changes. What is the aay 
doing to foster and promote such things as production pools to in- 
crease the participation of small business in these areas as well as to 
compensate for the decline in BuOrd, for example. 

Mr. Banrz. Basically, I think there are two major factors in there. 
The one is the symposium we have been having around the country 
and I would like to have Admiral Clexton speak to that. He has 
attended several of them. 
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The other one, of course, is more emphasis on the subcontracting 
with the primes, which is a very definite part of our program, has 
been in 1958 and is emphasized more in our policy for 1959. 

If you do not mind, I would like to have Admiral Clexton say a 
few words about these symposiums we have had around the country. 


STATEMENT OF VICE ADM. E. W. CLEXTON, CHIEF OF NAVAL 
MATERIAL, DEPARTMENT OF THE NAVY 


Admiral Ciexton. The Navy in 1954 held the first exhibit of busi- 
ness opportunities in Huntington, W. Va., and there actually as- 
sisted in forming the first production pool, the Huntington pool. 
Since that time that group has obtained contracts from the services. 

I think you must examine the type of contract that the Bureau of 
Ordnance is making, that it made in 1958, in order to understand 
their program, 

A great quantity of the money in ordnance this year went into the 
Polaris program, which is a very large and complicated missile sys- 
tem, and that system could not be done by small business. At the 
present time it is in a research and development stage. 

Mr. McInarnay. Excuse me, but is that being let out on a weapons- 
system basis ? 

Admiral Ciexton. It is being done by Lockheed Aircraft and 
Aerojet General Corp. These corporations, however, are actively in 
the subcontract business and have accepted the Defense Department 
subcontract program, so they are subcontracting the parts they can 
to small business. 

There isn’t any way to get this particular system underway with 
small business, and that is the basic reason why the percentage is so 
low in BuOrd. Now, as you will recall, Admiral Stroop said that 
as soon as he was able to obtain the drawings on these research pro- 
grams, he would then start using the drawings and the data to get 
small business into the program. At the present moment he cannot 
do it, and that is the reason his percentage is down. 

Mr. McInarnay. Then you feel that this 3 percent decrease this 
year in research and development work and also the substantial de- 
crease in BuOrd is a temporary matter and that things will brighten 
up in the future for small business. 

Admiral Ciexton. Let’s for instance say that next year they put 
twice as much into the Polaris program. I do not believe that we 
would then get a better percentage next year. But we will eventually 
get a better percentage, and we will also get the participation of small 
business as subcontracts in this program. 

In connection with the exhibits, I would like to mention a few 
others that we attended and at which small business was well repre- 
sented. 

In addition to Huntington we went to Port Huron and to Detroit, 
Mich. In 1958 we again had an exhibit at Huntington; we had a 
procurement conference in Providence; we had an exhibit at Hart- 
ford, Conn., at which General Engler made the principal address. 

The inspectors of naval material are coordinating with the other 
two services in a directory of firms throughout the United States. I 
received the other day the Northeast directory. It is a directory of 
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small-business firms in the Northeast area which we will now give 
to the Army, Navy, and Air Force and big industry. They will all 
have the names of all these small firms and the type of work they 
can do. I think this is one very good way to get t the word around 
and get more business for the small firms, 

Mr. McInarnay. This directory is a triservice program (Army, 
Navy, and Air Force joint program), is it not ? 

Admiral Crexton. That is correct. Here is the one here for the 
Northeast district, which is the first one that has come out. 

Mr. McInarnay. That is all I have, Mr. Chairman. 

Mr. Banrz. I think it would probably be a good idea if Captain 
Allis—in the full report there were two examples, I believe, of team 
pool work and I think Captain Allis might explain those. 

Captain Auiis. Yes. They are described in the full report and 
both have occurred during the past month. (See p. 56 for full report.) 

In one case a $65 million procurement for a rocket was undertaken. 
At that time when approaching under negotiation 65 different possible 
providers, each supplier was asked to indicate the names of his prin- 
cipal prospective subcontractors, and a contract was finally arrived at 
with one. 

In the case of the award made, one of the members of the team who 
was awarded this $65 million contract was a small business. It is of 
interest to note that another one of those who headed a team, not the 
successful bidder unfortunately, was also a small business. 

The second example as described in the report concerns a pool 
formed in Long Island composed entirely of small business. Their 
4 companies banded together to produce electronics equipment, and 
each of the 4 produced a major portion, the 4 companies being comple- 
mentary to each other in being able together to produce these elec- 
tronics equipments. In their case they were simply inquiring of the 
Navy for opportunities and we gave them considerable coverage 
among our various procuring bureaus that were interested in elec- 
tronics equipments. 

Other recent examples not mentioned in our report which will be of 
interest are the Committee of Minnesota Industry in Rocketry and the 
Oregon Industries of Portland. Both were developed as a part of 
our longstanding community action program during 1958. The 
Oregon group reported on April 11, that over 40 Portland firms, who 
have not previously been on bidder lists, have received orders and 
contracts through the efforts of the group. Most of these orders to 
date have come through the aid of the Portland and Seattle Navy 
offices. 

Senator SmatuHer. Mr. Stults. 

Mr. Struurs. I was delighted, Mr. Chairman, to see in Secretary 
Bantz’ statement on page 4 the directive from Admiral Clexton to ail 
technical bureaus to insure that small business be abundantly repre- 
sented in future symposia. 

I am delighted to read that because just yesterday the committee 
received a very serious complaint from a small association concerning 
a procurement handled by the Navy Air Material Center in Philadel- 
phia where a new type of requirement was needed, something that 
obviously, or it seems to me obviously almost any small-business man 
could handle, a piece of wire rope bound together which is used in 
catapulting aircraft carriers. 








54 SMALL BUSINESS PROCUREMENT PROGRAMS 





In 1954 it became apparent that the aircraft were going to move 
faster and they were heavier and the stresses would be more intense 
on these cables, so what did Navy Air Material Command do? They 
got hold of United States Sieel, Bethlehem Steel, John Roebling’s, 
a division of Colorado Fuel & Iron, and American Chain & Cable Co., 
none of them known as small businesses, and called these four com- 

anies in to consult with the Navy on developing a new type of 
bridle or launching pendant as you call it. 

Now, several years later, we find that small businesses are com- 
pletely precluded by a letter from Admiral Clexton to the General 
Accounting Office and Senator Clark, because they were not around 
when these first symposiums were held several years ago. 

Obviously, since we have not had time to take up this case with 
you in detail, I do not want to stress this specific case at this time. 
I do think, however, that it shows the importance of having the small- 
business man in on the ground floor when you start discussing these 
procurements, and I wonder if you would agree with me on that. 

Mr. Banrz. I think you have got a good point there. This bridle 
is quite a complicated affair. I was out on the 7'iconderoga in the 
Pacific a few months ago and I saw quite a few of them snap. We 
have had sad experiences on bridles made by small business. 

Mr. Srutts. Sir, none have ever been made by small business. 

Mr. Bantz. I beg your pardon. I think some have been made by 
small companies, not the cable itself, I do not mean the cable itself, 
but I have seen these things snap, and at the risk of the pilot’s life 
every time one of them does—I do not know whether you are familiar 
with the operation of these bridles, but if they snap while the catapult 
is in motion before the plane takes off, you invariably have a very 
serious accident. 

Mr. Sruurs. There is no question about it. The only question I 
have in mind, however, is: Does the Navy feel that United States 
Steel, Bethlehem, and John Roebling have the only smart people 
in the United States who might help you attack a problem such as 
this? 

Mr. Banrz. Captain Allis, do you have anything on that? 

Captain Aus. We did go into that, Mr. Stultz, about a month 
ago because it was an extraordinary circumstance on the surface to 
find a case where no additional companies were permitted to partici- 
pate, big or little, and the basic reason is that over several years 
these four companies had been carefully developed in the manufac- 
ture of this cable and bridle. In each case it was after much rejected 
material, many accidents and much loss of life. So serious were 
the implications of getting any new source in, before full comprehen- 
sion of the material requirements could be gained, that it was not a 
question of small versus large. It was the thought that they had 
four appears that had been fully developed and it would be an 
impossible risk to get any more. 

Mr. Srutrs. On the other hand, in August 1957 you came out with 
an open invitation for bids for 10,000 of these bridles. The opening 
was in September of 1957. A small-business man was low. There 
were arguments and the bid was canceled. 

In January of 1958 you came out again, this time for 8,000 bridles, 
again open, again nothing in the specifications limiting this to people 
who had previously produced. 
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Again a small-business man was low. Then the Navy decided to 
reject all bids and negotiate strictly with the 4 big concerns just 11 
months after a small-business man, a number of small-business men, 
had gone into the whole bid, had answered the bid in good faith, they 
tied up their facilities. The one firm that I know of, I have a copy 
of the letter in which he said: 

I would like to bid on other Navy air material contracts, but I cannot because 
I am reserving my capacity for this bridle contract. 

Twelve months later the Navy decides that only the four big steel 
companies can handle it. 

Now this is, it seems to me, a terribly serious imposition to ask 
people in good faith to reply to a United States Government bid and 
then be told, “Sorry, fellows, you did not have a chance at any time. 
We just made a mistake and you were never subject to being awarded 
a contract.” 

I think perhaps you would all agree that it was an unfortunate 
mistake on your part. 

Mr. Banvz. I could not help but agree. I think it was an error 
in judgment in setting it up that way, “wher eby this company tied up 
equipment awaiting an answer in that length of time. 

Again the decision was based on the s safety factor. J am sure you 
realize that on some things you can write specifications which are the 
answer toa problem, but on other things, such as this bridle, you cannot 
possibly write into specifications the thing that you actually have to 
have. 

Mr. Srutrs. It was only after the second open advertised bid went 
out that again you began talking about need for dynamic tests and the 
fact that you had no such test facilities. I wonder, if it cost so many 
lives, if it wouldn’t be a good idea to set up a catapult out in the middle 
of the desert and test some bridles so other people could get qualified. 
As it now appears, here is an item eminently suitable for small business 
which they are forever precluded from going into because, according 
to Admiral Clexton’s letter, we need at ‘least 5 5,000 launchings before 
we consider anything safe, or the product safe, and this w ould take 
3 or 4 years on the one catapult you now have in operation. 

Admiral Ciexron. They have testing facilities at Philadelphia and 
also at Patuxent River to test these bridles, but we already have 4 firms 
making these and they have passed the test over a period of years. We 
have been shooting aircraft from catapults, since about 1920. 

Mr. Sruurs. These are new weapons, however. 

Admiral CuExon. They are new because the plane weighs 60,000 
pounds and has to be fired off at 150 knots. In the old days—meaning 
around 1930—you used to shoot them off at 60 knots, and they weighed 
4,000 pounds. 

Mr. Sruurs. Do you think that these four firms should be protected 
forever in their sole qualification or would you be willing to take the 
product of a small-business man and test it and see if it will stand up 
to the stresses and strains ? 

Admiral Ciexton. No; I do not think we would want to protect 
these four companies. We want anybody who can build these things 
properly, but they have got to build them properly, and 100 percent 
correct all the time. 
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Mr. Stuuts. So if some other firms wish to get on a, let us say, quali- 
fied products list here formally or informally, they can get in touch 
with you and have their product tested. 

Admiral Ciexton. I think that is reasonable; yes, sir. 

Mr. Strurrs. Thank you. 

Senator Smartuers. All right, sir; thank you very much. I think, 
as you gentlemen have heard me say many times before, this whole 
program is one of attitude as much as anything else. Your attitude 
appears to be that you do want to make it possible for small business 
to participate. 

As you know, it is a continuing struggle to do that. I think your 
attitude is splendid, and I thank you very much, sir, for your state- 
ment, and for the statement of the admiral and the captain. 

Mr. Bantz. Thank you, Senator Smathers. 

Senator Smaruers. We will make your full report part of the 
record. 

(The report referred to is as follows :) 
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REPORT BY THE DEPARTMENT OF THE NAVY ON THE SMALL-BUSINESS PROGRAM 
OF THE NAVY, JULY 23, 1958 


1. This report is submitted by the Honorable Fred A. Pantz, Assistant Secre- 
tary of the Navy for Material. It covers the Navy small-business program 
for fiscal year 1958 with the exception of certain statistical data for the month 
of June which have not yet been compiled. In addition, this report includes 
a brief discussion of plans under the small-business program for the fiscal 
year 1959. 

2. This report does not provide detail on all of the aspects of the Navy small- 
business program because a description of the program was included in the 
statement made before this same committee in July 1957. The general procedures 
and policies described in last year’s statement are still in effect. 

3. For the first 11 months of fiscal year 1958, 18 percent of the Navy’s net 
procurements within continental United States has gone to small business. 
This compares to 19.5 percent for the same period last year, a decrease of 1% 
percentage points. Dollarwise, purchases from small business have amounted 
to $939,540,000 out of a total of $5,226,599,000. This compares with $943,839,000 
for last year out of a total $4,840,055,000. In terms of numbers of procurement 
actions, as distinguished from dollars, there have been 701,000 actions awarded 
to small business out of a total of 914,000 or 76.6 percent, while last year there 
were 664,000 out of a total 873,000 or 76.1 percent. 

4. Regarding the percentage of small-business subcontracting from prime 
contractors of the Navy, the reports from the subscribers to the defense small- 
business subcontracting program for the period January through June 1958 
are not yet in. For the 6 months ending December 1957, the percentage sub- 
contracted by large prime contractors to small business amounted to 20.2 per- 
cent as compared to 20.1 percent for the same period of fiscal year 1957. ) 

5. Analysis of the prime contracting results given in paragraph 3 above, 1 
broken down by the principal purchasing offices of the Navy, reveals that for { J 
5 of the 8 principal offices the percentage this year is higher than last rather 
than lower, and for 1 purchasing office the percentage is the same. For only j 
two offices is the percentage lower this year. These two offices are the Bureau | : 
of Ordnance (BUORD) and the Military Sea Transportation Service (MSTS). ; 
For each, special factors have prevailed which have brought about the lower | 
small-business percentage in spite of the increased attention that has been given j 
to the small-business program. In the case of the Bureau of Ordnance, the 
decrease of the small-business share has been from 7.5 percent for 11 months 
of fiscal year 1957 to 2.8 for fiscal year 1958. The basic reason has been the 
continuing increase in the portion of the procurement by this bureau devoted 
to large and highly technical equipments which are beyond the capabilities of 
small business. In particular, these have included the design, development, 
and production of large weapons systems. Regardless of this situation, BUORD 
continues to review every prime contract for the purpose of making maximum 
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utilization of small business wherever possible consistent with sound procure- 
ment. In this connection it will be recalled by the committee that BUORD 
described in detail its procedures of missile procurement at the time of the 
hearing before this committee early in May on missile purchasing of the De- 
partment of Defense. The committee then commended the Chief, Bureau of 
Ordnance, for his diligence on behalf of small business. 

6. In the case of the Military Sea Transportation Service the decrease in 
small-business share has been from 15.9 percent in 1957 to 9.0 percent in 1958. 
The reason is largely statistical rather than being indicative of any circum- 
stance adverse to small business. A sizable portion of MSTS 1958 procurement, 
$116 million out of a total of $273 million, consisted of the renewal of 3 con- 
tracts for tanker operation which were on a biannual basis. Since these con- 
tracts are renewed every 2 years rather than annually they did not appear in 
fiscal 1957 figures and comparison with 1958 is therefore not exact. Without 
these contracts the 1958 percentage awarded to small business would be almost 
exactly the same as that of 1957. Incidentally, 2 of these 3 tanker operators 
are classified as large business only because of having these contracts; without 
them they would definitely be small. 

7. Following this summary of the overall results of fiscal year 1958 more detail 
will now be submitted regarding seven aspects of the small-business program 
of the Navy which received particular attention during fiscal year 1958. The 
first of these is the matter of Navy small-business policy. Our small-business 
program policies were reviewed in the light of the codification of the small-busi- 
ness program by the Department of Defense in the Armed Services Procure- 
ment Regulation (ASPR). This resulted in little change in the Navy’s basic 
policy except for certain refinements required by new circumstances and the 
adoption of a system of references in accord with the numbering system of 
ASPR. Submitted herewith as exhibit 1* are portions of section I, of the Navy 
procurement directives as revised March 28, 1958. Examples of refinements 
incorporated in this revision are subparagraphs 0, p, and q of paragraph 
1-703b.42 These established the responsibility of the small-business specialists 
to review any proposed furnishing by the Government of industrial facilities 
under a Navy contract, made more specific their responsibility to review ade- 
quacy of specifications and drawings and to take corrective action thereon, and 
made specific their responsibilities to insure proper documentation as to points 
of the small-business program for each procurement. Other portions of interest 
include paragraph 1—703b.1* which requires that when a small-business specialist 
is performing small-business duties on a part-time basis such small-business 
duties will take precedence over any collateral duties assigned. Also paragraph 
1-703b.3* which states: “The small-business specialists shall report directly 
to the head of the procuring activity or the commanding officer of the field 
activity, as appropriate, and shall not be subject to the direction of either 
contracting or technical personnel.” 

8. A second major point of emphasis during the past fiscal year has been the 
increased familiarization and education of the middle management level of 
the Navy which makes the actual decisions affecting the small-business program 
in respect to individual procurements. As stressed by your committee in last 
year’s hearing and as mentioned at the bottom of page 38 of your annual 
report No. 1170, the record of testimony of last year’s hearing as well as 
the annual report itself have been distributed to all procurement offices of 
the Navy where they have been studied by procurement and technical personnel. 
This was done in accordance with ONM Notice 4380 of November 7, 1957, 
exhibit 2,5 and the Chief of Naval Material’s letter of January 28, 1958, exhibit 3.° 
As a second measure, for the purpose of demonstrating clearly to all concerned 
at the implementing level of the Navy the basic reasons for the Government 
small-business program, the memorandum submitted as exhibit 4°’ was issued 
to all procurement and supporting technical personnel. In accordance with 
recommendation 1 of your annual report, the Assistant Secretary of the Navy 
for Material has taken a direct hand in this educational process on several 
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2 See p. R7. 
3 See p. 67 . 
4See p. 67. 
5 See p. 73. 
®See p. 74. 
7See p. 75. 
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occasions. Exhibit 5* is an example of a letter addressed by him to the chiefs 
of the bureaus and other major offices of the Navy engaged in procurement 
stressing to them his ideas and personal interest in the program and asking 
their direct participation. 

9. Building on these direct expressions of policy on the part of Secretary 
Bantz and Admiral Clexton, representatives of the Small-Business Office of the 
Navy called upon the chiefs of the three major technical bureaus and the Bureau 
of Supplies and Accounts during the past year to discuss in detail the im- 
plementation of the program in their respective bureaus and enlist their 
assistance in the form of Clear statements of interest addressed to their per- 
sonnel. Exhibits 6, 7, 8, and 9° indicate action taken by the chiefs of these 
bureaus in broadcasting widely throughout the Navy their determination to 
insure that small business should get equality of opportunity in Navy procure- 
ments. As described in this and the preceding two paragraphs, the small- 
business policy of the Navy has been made abundantly clear to all hands. 

10. A third area to which particular attention has been given during the past 
fiscal year has been that of cooperation with the Small Business Administration 
in the use of set-asides for small business. This procurement device, when used 
by the procurement officer in the simultaneous interest of small business and 
sound procurement, and with his superior knowledge of the market conditions of 
any single product, does considerably enhance the opportunity of small business 
to participate. With this in mind, the letter of the Chief of Naval Material, 
attached as exhibit 10,“ was issued to the major procuring bureaus of the 
Navy on September 18, 1957. Comparison of this year’s and last year’s set-aside 
actions show an improvement. During fiscal year 1957, 4.8 percent of procure- 
ments were set aside by the Navy. During the first 11 months of fiscal year 
1958, 6.3 percent of procurements were set aside. In terms of dollars, the 
total set-asides made in 11 months of 1957 amounted to $179 million and in 
1958 to $328 million. 

11. Increased emphasis during the past year has been given by the Military 
Petroleum Supply Agency (MPSA) to its small-business program. Marketing 
practices in the petroleum industry have posed special problems and particular 
economic conditions have required particular procedures. Considerable hard 
work and ingenuity on the part of the MPSA has brought about a sizable 
increase in awards to small business. In 1957, $216 million was awarded to 
small business or 23 percent of total domestic purchases. In 1958, $257 million 
was awarded to small business, or 30 percent of total domestic purchases. 
Regarding set-asides of jet fuel about which your committee asked at last year’s 
hearing, a total of 12,120,000 barrels was set aside for small business in fiscal 
year 1958. This compares with 8 million barrels in fiscal year 1957. By dollars 
there were $23 million awarded in 1957 on jet fuel set-asides, and $36 million in 
1958. Exhibit 11” is a letter of September 18, 1957, from the Chief of Naval 
Material to the executive director of MPSA on the subject; it requested that 
all appropriate action be taken to increase set-asides. 

12. The Defense Small-Business Subcontracting Program has been empha- 
sized during fiscal year 1958. For the 6 months ending December 1956, the 
number of reporting units was 108; for June 1957, 122; and for December 1957, 
118. As indicated in paragraph 4 above, the percentage reported by these sub- 
scribing companies as to the dollars subcontracted to small business has 
also remained fairly constant. In an effort to give as much strength to this 
program as possible, and to keep prime contractors alert to their responsibility 
to do their part in this economic program of the Government, the communica- 
tions attached as exhibits 12“ and 13 were issued. The first is a letter from 
the Assistant Secretary of the Navy to the chiefs of the principal bureaus ex- 
plaining the need for continued attention in this area and enclosing a sample 
letter to be addressed to each major subscribing company. Letters similar to 
the sample were sent to each major company reporting to the Navy. Exhibit 
13 ” is an initial effort on the part of the Navy, now that three reports have been 
received from the subscribing companies and some basis has been laid for com- 
parison of results, to follow up on decreases in subcontracting to small business 
where they occur, and to ascertain the reasons therefor, and to discover some 


® See p. 76. 

® For exhibits 6, 7, 8, and 9 see pp. 77-81. 
92 See p. 82. 

10 See p. 83. 

11 See pp. 83-85. 

12 See p. 85. 
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of the problems that exist in the implementation of the subcontracting program. 
The analyses requested under exhibit 13 have not yet been received. In addi- 
tion to these efforts, the inspection services of the Navy, who are represented 
in field offices throughout the country and in the plants of our major prime 
contractors, are familiar with the subcontracting program and aid subscribing 
companies in carrying it out and in interviewing small business. Additionally, 
representatives from the bureaus in Washington and from the Office of Naval 
Material visit selected prime contractors to review the effectiveness of the 
Defense subcontracting program and to learn of particular problems which 
should be understood and, if possible, overcome. 

18. The next area of special effort of the past year, to which it is desired 
to call attention in this report, has been the program to increase the flow of 
classified research and development information to the small-business commu- 
nity. Exhibit 14” sets forth a procedure whereby symposia or briefings can 
be held at intervals for selected segments of industry to acquaint them with 
particular areas of interest in the research and development of the Navy. 
These briefings have been conducted from time to time by the Navy in the past. 
The point that is stressed in the exhibit is that under this directive care 
will be taken to see that there is abundant representation from small business. 
Small businesses must, of course, obtain security clearance in order to attend 
these briefings. Unclassified briefings would convey little more information 
than is contained in the better trade magazines. Accordingly, as the oppor- 
tunities under these symposiums become more widely known, it can be expected 
that a considerable increase in workload will be imposed upon the security- 
clearance machinery of the Department of Defense. It does not appear that 
this can be avoided if we are successfully to reach those small businesses who 
are capable of doing good work of a highly technical nature for the Department 
of Defense. The results of this program will be observed with great interest 
throughout the Navy. 

14. The final area of special effort to be mentioned is the Navy’s active participa- 
tion in the Department of Defense, exhibits of business opportunities, Small 
Business Administration opportunity meetings, and procurement conferences. 
The primary purpose of these meetings, exhibits, and conferences is to acquaint 
interested business concerns with the general categories of material procured by 
the military departments and to inform them of the procedures to follow in seeking 
Government and commercial prime and subcontracts. According to reports 
from local community sponsors of the exhibits displays of procured items of the 
Government, prime contractors, and private industry have stimulated the place- 
ment of substantial defense and commercial contracts in the communities involved. 
Twenty-six triservice procurement conferences and seven exhibits of business 
opportunities have been held this year. These have been coordinated by inspectors 
of naval material with Army and Air Force participation in addition to other 
Federal agencies. The greatest number of these conferences and exhibits are 
held in labor-surplus areas with the primary beneficiaries being small-business 
concerns since such concerns comprise more than 90 percent of the total attend- 
ance. 

The General Counsel of the Navy Department has conducted seminars in con- 
tract law at several of the exhibits. The Chief of Naval Material, Vice Adm. 
E. W. Clexton, has made personal plant surveys of the production capabilities of 
small-business firms located in these areas in addition to presenting procurement 
requirements of the three services at meetings of businessmen during the exhibit. 
As a further part of our efforts in the areas, the Material Inspection Service of 
the Navy is issuing a directory of firms, most of which are classified as small 
business, for substantial labor-surplus areas of each of the four districts of the 
supervising inspectors. These directories list the production capabilities of firms 
in each district and are used by Navy procurement officers and prime contractors 
to select prospective suppliers from labor-surplus areas. The directories are pre- 
pared on a triservice basis, and are used similarly by the Departments of the 
Army and Air Force and other Government agencies such as the Small Business 
Administration, General Services Administration, Atomic Energy Commission, 
and Department of Commerce. 

15. This report will now touch on several special points that have been raised 
by your committee in the course of past hearings and in your several reports. 
Recommendation 11 of your annual report for calendar year 1957 bore on the use 
of amendments to contracts. It is desired to make two points: first, that it is 


13 See p. 86. 
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the general policy of the Navy, as it is of the Department of Defense, not to use 
the amendment device to buy increased quantities under an existing contract 
where such action was not contemplated in the writing and award of the original 
contract. Most of the dollar value of amendments is represented by the cost of 
modifications to equipment already contracted for, or of repair parts to large 
equipments where the determination of the exact quantity of repair parts required 
must await a period of study of the equipments. The second point that it is 
desired to make is that small-business specialists of the Navy review proposed 
amendments which provide for increased quantities just as they review all original 
contracts. This insures consideration of the justification for the amendment from 
the point of view of the interest of small business. 

16. Recommendation 3 of your report for 1957 bore on the question of small- 
business opportunity in advertised versus negotiated procurements. The situa- 
tion in the Navy for the first 11 months of fiscal year 1958 is as follows: 

(a) Twenty percent of United States procurement was advertised as com- 
pared to 18 percent for the same period in fiscal year 1957. 

(b) Sixty-two percent of small-business potential in advertised procurements 
and 58 percent of the small-business potential in the negotiated procurements 
were awarded to small business. 

17. Your committee, during the past year, has emphasized the need for 
adequacy of specifications, drawings, and engineering data accompanying re- 
quests for proposals or invitations for bids. Recommendation 4 of your report 
for 1957 bears on this point. All procurement offices of the Navy continue their 
adherence to this principle. During fiscal year 1958, we have taken additional 
measures to police the accomplishments of this requirement and to educate 
newly arrived personnel on the necessity of watching it closely. Subparagraphs 
p and q of paragraph 1-703b.4 of exhibit 1“ provide for specific review on the 
part of small-business specialists and corrective action where needed with re- 
gard to specifications and drawings. Among other things these paragraphs 
specifically provide that when specifications and drawings adequate to permit 
competition are not available the small-business specialist will initiate action 
with appropriate technical and contracting personnel to obtain such specifica- 
tion—for the current procurement where possible and, if not possible, for future 
procurements of the same material. In addition, in those cases where specifi- 
eations and drawings are not sufficient to permit competition, it is provided 
that an explanation of all pertinent circumstances will be recorded in the 
procurement file, including the remedial action which is to be taken. Attention 
is also invited to exhibit 15” hereof, which is a general instruction issued 
throughout the procurement offices of the Navy intending to improve accuracy 
of reporting in those categories bearing most closely on the small-business pro- 
gram. In addition, paragraph 4 of exhibit 15 bears particularly on the re- 
sponsibility of contracting and technical personnel to work closely with small- 
business specialists to develop adequate procurement specifications wherever 
required. These instructions will be constantly policed. 

18. Another matter constantly stressed by your committee is that of sole 
source procurement. Recommendation 5 of your 1957 report covers this. As 
in the case of Navy policy with regard to the adequacy of specifications, and 
drawings, the policy on sole source has been made abundantly clear—sole source 
is to be used only where necessary to sound procurement. During the past 
year this has been repeatedly emphasized and every effort made by small-business 
specialists in their review of procurements to insure that alternative small- 
business sources are considered. The general policy of the Navy in regard to 
sole source is contained in paragraph 35-101a.1 of the Navy procurement direc- 
tives which is quoted as follows: “It is the general policy to develop two or 
more sources for each important military item, whether purchased directly or 
on subcontracts, to (i) lessen dependence of military operation on a single 
source, (ii) promote competition and provide standards for determining reason. 
able prices, and (iii) increase the production potential for full mobilization. 
Small-business concerns, within the limits of their capabilities, shall be given 
full consideration in the development of new sources.” 

19. The related questions of keeping the use of sole source to a minimum and 
of giving small business full competitive opportunity are particularly illustrated 
in our procurement of missiles. As was described last May in the hearings 
before your committee on the subject of missile procurement, the highly tech- 


14 See p. 67. 
1 See p. 87. 
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nical nature and size of missile procurements militate against the use of small 
business at the prime-contract level. However, as was stated, the Navy care- 
fully reviews each individual procurement in order that maximum effective use 
can be made of small business for any portions which are within small-business 
potential. For example, contracts totaling $1,300,000 have been awarded direct 
to small business by the Navy during the past year for metal parts for the 
boosters and sustainers for one type of missile. On another missile, $225,000 

yas awarded to small business as a prime contractor for the warhead. On 
another, $152,000 for missile-handling equipment. All of these were prime con- 
tracts, not subcontracts. In order to insure that the views of the committee 
on this and other points connected with missile procurement were thoroughly 
understood throughout the Navy, the Assistant Secretary summarized the 
points covered and addressed them to the chiefs of major procuring bureaus 
in a letter on May 19, exhibit 16.° In this letter he asked for study and im- 
plementation of the points listed. 

20. Still on the subject of sole source procurement, attention is invited to 
the special analysis made at the request of your committee of those procure- 
ments during Januray 1958 where there was no known small-business source. 
This analysis was provided to your committee in a form of a listing and this 
listing was returned to the Navy recently with certain procurements marked as 
susceptible to special check. This check is now underway and a brief summary 
of a few of the findings received so far may be helpful in this discussion : 

(a) Military Petroleum Supply Agency contract No. ASP-13987. This con- 
tract calls for delivery of fuel and oil, f. o. b. aircraft, at Wake Island and 
Canton Island in the Pacific. The one company dealt with is the only distributor 
of petroleum products on these islands capable of supplying the products and 
quantities required by the contract. 

(b) Navy Purchasing Office, Washington, D. C., contract No. N-600—46892. 
This procurement is for an open-end socket wrench covered by a patent. The 
owner of the patent is not engaged in the manufacture of this wrench and has 
granted the contractor under this contract the sole license to manufacture. 
This procurement was erroneously reported; it should have been cited as a pro- 
curement under patent rather than as a sole-source procurement. In this connec- 
tion the instruction as to reporting contained in exhibit 15, previously referred 
to, will improve the accuracy of future reports. 

(c) Bureau of Ships contract NObs—-74046. This was marked as being for 
batteries in the listing given to your committee. It turns out to be for submarine 
batteries, not presently in small-business potential since they are large and 
costly and require considerable advanced tooling. 

(d) Bureau of Ships contract NObr—69067. This was marked as being for 
flight instruments. It should have indicated that it was for depth sounders. 
Preliminary information received indicates that this was an emergency pro- 
curement covering an item formerly produced by a small business, but on which 
the small business declined this time to bid. After some delay, negotiation was 
undertaken on an emergency basis with a manufacturer who possessed the 
nearest related commercial equipment. The requirement for this depth sounder 
is not repetitive. However, as an example of the application of the regulations 
on sole-source procurement, this contract is being further investigated. 

(e) Bureau of Ships contract NObs—74193. This covers the repair, modifica- 
tion, and redesign of Government-furnished main and auxiliary feed pumps 
which were originally manufactured by this contractor. Therefore, there is a 
proprietary condition prevailing which accounts for the sole-source procurement. 
When these pumps were first manufactured it was under subcontract. Several 
companies were solicited by the prime contractor including both large and 
small. The present contractor won the award as low qualified bidder. 

The above five examples are given for illustrative purposes only. The check 
on the January procurements of no known small-business source has only just 
begun. In the interest of our own internal effectiveness, this check will be 
completed and lessons learned will be applied. 

21. Recently, Senator Smathers, by letter to the Assistant Secretary of De- 
fense (Supply and Logistics), has expressed the committee’s interest in the 
utilization by the military services of production pools and teams. This matter 
was also mentioned in the letter of invitation of July 2 to attend these present 
hearings. The Navy has always been alert, in the interest of sound procurement 
and also of small business, to avail itself of special capabilities of pools and 


1% See p. 89. 


A seni — basins teDipas 





62 SMALL BUSINESS PROCUREMENT PROGRAMS 


teams and other groups from industry. Paragraph 1-301b of exhibit 1 hereof 
is an extract from the Navy procurement directives which bears on the subject 
of production pools. It illustrates our awareness of the value that such pools 
ean be to the Department of Defense. Two examples of the past month dem- 
onstrate that the Navy is using such teams and pools: 

(a) On June 23, a contract of $65 million was awarded for the design, devel- 
opment, and later production of a rocket. Sixty-five companies were requested 
to submit proposals and to indicate the names of the suppliers that would be 
associated with them for important components of the rocket. Among the teams 
that were formed as the result of this request was one headed up by a small- 
business concern. Actual award was made to a large-business concern which 
indicated large businesses as subcontractors for the fire-control equipment, the 
guidance package, the auxiliary power unit, and the propulsion system. A 
small business was indicated as being a member of this team for the provision 
of shipping containers. 

.v) Also within the past month, a Long Island corporation has been intro- 
duced to several of the procuring offices of the Navy with the view of their 
becoming acquainted with its capabilities. It represents a pool of four com- 
panies together engaged in the manufacture of electronics equipment. All are 
small business. One company provides the plate steel, another the tubes, another 
the resistors and capacitors, and the fourth company does the assembling. This 
corporation made a good presentation of its capabilities. It is obviously in fields 
of work which can be of use to the Navy. It can be expected after the prepara- 
tion of necessary bidder’s list application forms and investigations thereon that 
this pool will be added to several of the bidder’s lists of the Navy. 

22. While alert to the capabilities of production pools and teams and while 
the Navy is ready to furnish appropriate information which may assist com- 
panies to make a decision with respect to the formation of a production pool, 
it has been necessary to take care not to commit the Navy in advance to the 
award of any specific contracts. In this connection, paragraph 1—802.3b of the 
armed services procurement regulation provides in general that a production 
pool shall be treated for purposes of Government procurement on exactly the 
same basis as any other prospective or actual contractor. This does not mean 
that the Navy has not asssited groups of small business in establishing pro- 
duction pools. For instance, the Navy assisted in the survey of facilities and 
requirements which led to the establishment of the Huntington production pool 
of Huntington, W. Va., in 1955: contracts have since been awarded to the pool 
in the course of normal competition. 

Since that time the Navy has assisted many other community organizations 
to form production pools and thus maximize the use of their production re- 
sources. The most recent pools of this sort, developed as part of our long- 
standing community action program during calendar year 1958, were the Com- 
mittee of Minnesota Industry in Rocketry, St. Paul, Minn., and Oregon Industries 
of Portland, Oreg. Members of both groups have received Government contracts 
since organizing their pools. The Oregon group reported on April 11, 1958, that 
over 40 Portland firms, who have not previously been on bidder lists, have re- 
ceived orders and contracts through the efforts of the committee. Most of 
these orders to date have come through the Portland and Seattle Navy Depart- 
ment offices. 

23. After having reported on the statistics of our performance of the small- 
business program in fiscal year 1958, discussed some of the general programs 
which we emphasized during the past year, and touched on several particular 
points raised by your committee, this report will now discuss special plans for 
the coming year in the small-business program of the Navy. In our view the 
policies for the accomplishment of the small-business program of the Navy are 
well established and under present conditions, at least, need few changes or 
refinements. We feel that our major effort for the future should be in improv- 
ing the implementation of this policy and this will be touched on below. There 
are two areas, however, where some change or amplification of policy may be 
indicated. These are the treatment in the security regulations of the question 
of “need-to-know,”’ and the degree of publicity that should be undertaken for 
the benefit of potential subcontractors at the outset of negotiations for large 
weapon systems. Regarding need-to-know our objective will be to bring about 
increased understanding of the purpose of the regulation so that, where appro- 
priate, factors of future usefulness to the Navy in addition to present imperative 
need will be considered in decisions as to whether particular classified informa- 
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tion will be released to approved representatives of industry. Clarification of 
written policy statements on this point may be desirable. Exhibit 14, the 
directive of the Navy providing for symposiums for small business in research 
and development,” represents a good beginning, we believe, on this. 

24. As to advance publicity on selected negotiations to encourage timely com- 
petition of small business for subcontracts, it is hoped to make a trial of a suit- 
able case and to study and problems involved. Anything that will aid prime 
contractors in finding qualified subcontractors and at the same time spread 
the mobilization base more broadly among small business is highly desirable. 
At the same time security, loss of time, and added administrative load will be 
problems. It is hoped that a practical and effective approach to this question 
can be devised. 

25. As has been indicated, improvement of the implementation of the program 
will be a main field of effort within the small-business program of the Navy 
for the fiscal year 1959. This will inelude review of individual procurements 
from outside the procurement office involved and increased education of pro- 
curement and technical personnel concerned. Procurement offices will be visited 
and the records of actual procurements examined with respect to all phases of 
the small-business program: the preparation of bidders’ lists; the search in 
industry for new sources; adequacy of specifications; suitability as to quantity, 
bid interval, and delivery time; use of set-aside; financing arrangements; etc. 
Test runs of procurements for sample periods will be obtained and the aid of 
the local small-business specialists as well as the procurement and technical 
personnel involved enlisted in an effort to analyze thoroughly sample procure- 
ments for the purpose of deriving lessons which may help the effectiveness of 
the program in the future. This procedure is obviously time-consuming but 
it is believed that it will pay big dividends. 

26. Finally, using the results of these reviews, groups of procurement and 
technical personnel will be approached with the purpose of augmenting their 
understanding of the true economic facts behind the program, of the necessity 
for the Navy to take a part in this program of the Government, and to insure 
a complete understanding of the manner in which the small business objectives 
can be reached while at the same time insuring sound procurement for the 
Government. 

27. These three areas, then, selected policy refinement, test check of procure- 
ments, and motivation of middle management, will receive special emphasis 
during fiscal year 1959. In addition, we will, of course, proceed with vigor along 
all of the well-established lines that have demonstrated their effectiveness in 
the past. Instead of a further drop of the small-business share, it is hoped 
that we can succeed in increasing it. 


ExuHisitT 1 
NAVY PROCUREMENT DIRECTIVES 
(Revised March 28, 1958) 
GENERAL PROVISIONS 


1-301b Production Pools 
Source : NCPD 47-58 

1-301b.1 <A description of production pools and the policy governing contract- 
ing with such pools are set forth in ASPR 1-802.3. Information with respect to 
the types of small business production pools, their purpose, and procedures for 
establishing such pools and for securing their approval by the Small Business 
Administration (SBA) may be found in a publication, “Small Business Production 
Pools for Defense,” which has been furnished to interested activities. That pub- 
lication supersedes a prior pamphlet issued by the Defense Production Admin- 
istration (DPA) entitled “Pooling Production for Defense.” 

1-801b.2 Ascertainment of Status. In accordance with ASPR 1-302.3(c), 
the Chief of Naval Material will promptly disseminate to procuring activities 
information received from SBA or the Office of Defense Mobilization (ODM) con- 
cerning the approval of production pools. In the absence of official notifica- 
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tion by the Chief of Naval Material of the approval of a production pool by SBA 
or ODM, such pool shall be required to enclose a copy of its notification of ap- 
proval when applying for inclusion on appropriate bidders lists. Each production 
pool will normally be considered as one source of supply, irrespective of the 
number of its members, and will generally be furnished only one set of bid or 
proposal forms (but see also ASPR 1-3802.3 (d) (2)). 

1-301b.3 Small Business Status. Approval of an organization as either a 
defense production pool or a small business production pool does not automati- 
cally confer upon such pools the preferences and privileges accorded to “small 
business concerns.” Such consideration shall be accorded only to those pro- 
duction pools which have also been designated as small business concerns by SBA 
and are so listed in NPD 1-301b.4 below. 

1-301b.4 List of Approved Production Pools. A listing of all production 
pools approved by both DPA and SBA is set forth below. Except where a 
particular pool is indicated to be otherwise, all pools listed herein have been 
designated as small business concerns by SBA. This list will be kept current 
by the issuance of supplements or changes as needed. 


Allied Construction Contractors 
105 Earl Avenue 
Joliet, Illinois 

Pool is interested in general construction jobs involving excavating, demolition, 
concrete construction, electrical work, plumbing, sheet metal work, carpentry, 
air conditioning, earth moving and rock crushing. 


Allied Specialties Company 
1534 Pratt Street 
Philadelphia 24, Pennsylvania 

Pool is interested in producing machine parts and tools. Specific items which 
the pool represents it can manufacture include incendiary charges, retaine 
shells, air turbines, azimuth brackets, lucite housing, mechanical shakers, gears, 
tripods, supports, and casings. 


American Scientific Technical Research Organization, Inc. 
(A. 8S. T. R. O. Inc.) 
20120 Sherwood Avenue 
Detroit 34, Michigan 

Pool is interested in fundamental and applied research and development 
related to problems in the fields of electronics (servomechanisms, cOmponent 
design, instrumentation, electronic control, circuit analysis, automation, and 
testing devices) ; chemistry (high explosives, rocket propellants, anti-corrosive 
chemicals, filters and filter testing, agricultural chemistry, lubricants, hydraulic 
fluids, and heat transfer devices) ; plastics (vacuum and pressure forming, rein- 
forced plastics, experimental work, and model making and custom fabrication 
in general) : metallurgy (diffusion, ceramics, high temperature metals, and solid 
state physics) ; and nuclear energy (ion exchange, isolation of radio isotopes, 
ultra-filter isolation of nuclear waste products, chemistry of rare earths and 
other radio-active elements, exploration methods for radio-active ore body 
location and estimation). 


General Tire Production Pool, Inc. 
c/o J. L.. Shafer, Manager 
1218 West Garfield Street 
Wabash, Indiana 
(Not designated as small business concern by SBA.) 

This pool represents that it can manufacture the following: high precision 
electrical mechanical assemblies, such as aerial cameras, aircraft instruments, 
servomechanisms, rotating aircraft electrical equipment, computing systems, air- 
eraft electronic test stands, electronic metering devices, and electronic detection 
devices. 


Huntington Production Pool 
Chamber of Commerce Building 
P. O. Box 1509 
Huntington 16, West Virginia 

Pool is interested in defense work involving guided missiles, steel fabrication, 
sheet metal working, packaging, optical equipment, electrical equipment and 
controls, heating and cooling equipment, machining, textile fabrication, plating, 
polishing, and the manufacture of wire specialties. 
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Wyoming Valley Manufacturers Pool, Ine. 
Truckesville, Pennsylvania 


Pool is interested in light and heavy metal stamping, forming and welding 
production; and light, medium, and heavy precision machine shop operation 
and assembly. The group claims it can manufacture aeroplane landing gears 
and units, spars, bomb racks, helicopter shafts, gears and precision parts, portable 
gun mounts, tank volutes, escape hatches, heavy duty tanks, and boilers. 


Caledonia County Production Pool Associates 
87 Summer Street 
St. Johnsbury, Vermont 


Pool is interested in general construction work such as storehouses, domestic 
home building, mill-type buildings, barracks, road and drainage construction, 
well drilling, blasting, airstrip and bridges. 


Part 7—Small Business Concerns 


1-701 General Policy for the Assistance of Small Business 
Source: NCPD 47-58 


1—701.1 In accordance with the policy of the Department of Defense, as set 
forth in ASPR 1-702(a), to place a fair proportion of total purchases and 
contracts for supplies and services with small business concerns, the Navy will 
continue vigorously as in the past to encourage small business concerns to par- 
ticipate in the Navy procurement program as prime contractors, subcontractors, 
and suppliers. A general definition of “small business concern” and definitions 
of other terms which apply in the making of determinations relative to small 
business status are set forth in ASPR 1-701.1. A “fair proportion of total 
purchases and contracts for supplies and services with small business concerns” 
is considered to be that proportion which small business concerns can win in open 
competition, provided they are given an equitable opportunity to compete in 
accordance with ASPR 1-702(b). Since many of the items procured by the 
Navy cannot be furnished by small business concerns, it is essential that every 
effort be made to encourage greater participation of such concerns in the pro- 
curement of items within their productive potential. Accordingly, all personnel 
charged with responsibility for Navy procurement are enjoined to review on a 
continuing basis the efforts being made by their procurement organization to 
implement to the fullest extent the Navy Small Business Program. 

1—701.2 Small business concerns, including both established and potential 
suppliers (as defined in ASPR 1—701.2 and 1-701.3), shall be afforded an equitable 
opportunity to compete for all negotiated and advertised procurements which 
can be performed by small business concerns. To that end, and in the interest 
of broadening the industrial base of suppliers, action shall be taken as follows, 
to the extent consistent with military requirements and the overall best interests 
of the Government : 

a. Appropriate action shall be taken to ensure that the procedures for giving 
small firms an equitable opportunity to compete are adequately implemented. 

b. A continuing active search shall be made for potential small business sup- 
pliers, particularly in those areas where only a limited number of small con- 
cerns is presently included on bidders’ mailing lists. 

ec. Wide dissemination shall be made of information relating to purchasing 
methods and practices. 

d. In addition to the requirement of NPD 2-205 that proposed procurements 
be publicized in the U. S. Department of Commerce “Synopsis of U. 8. Govern- 
ment Proposed Procurement, Sales and Contract Awards,” consideration shall 
be given to providing other publicity through the media of advanced notices or 
other appropriate methods. 

e. Each important and substantial negotiated purchase shall be examined to 
determine the extent to which subcontracting should be encouraged or required. 
The extent of subcontracting shall be considered as one of the factors in the 
negotiation and pricing of prime contracts. 

f. Procurement personnel shall be educated on a continuing basis with respect 
to the advantages accruing to the Navy and the nation by increased utilization 
of small business concerns. 

g. Small business participation in defense procurement shall be accurately 
measured, reported, and publicized. 
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h. Small business firms shall be utilized to the maximum extent feasible as 
planned producers in the Production Allocation Program. 

i. Maximum use shall be made of available industrial capacity, with use of 
Certificates of Necessity to be limited to those cases where necessary industrial 
capacity is not available. 

j. Liaison shall be maintained and information exchanged with Federal, State 
(including Governors’ Commissions), local, and community agencies and or- 
ganizations for the purpose of rendering the maximum amount of assistance to 
small business concerns. Procedures shall be developed, as necessary, to ensure 
full utilization of data and information relating to small business concerns 
which are received from such agencies and organizations. 

In carrying out the above objectives, the primary consideration of the Navy 
shall be that of securing contract performance, including obtaining deliveries of 
required items at the time, in the quantity, and of the quality prescribed; and 
nothing stated herein shall detract from that consideration. Furthermore, 
actions taken under this policy shall be consistent with other procurement and 
military objectives. 


1-702 Small Business Criteria 
Source: NCPD 47-58 


1-702.1 Determinations as to the small business status of bidders or offerors 
shall be made in accordance with the policy and procedures set forth in ASPR 
1-701 and ASPR 1-703. 

1-702.2 The following Standard Forms are currently in the process of revi- 
sion to accommodate the definitions and procedures relating to the determination 
of status as small business concerns, as set forth in ASPR 1-701 and 1-708: 

Standard Form 30—Invitation and Bid 
Standard Form 33—Invitation, Bid, and Award 
Standard Form 21—Bid Form (Construction Contract) 
Pending revision of the foregoing forms, contracting officers shall with respect 
to all procurements initiated on or after 1 June 1958, amend the foregoing forms 
by deleting the portion thereof which pertains to a representation by the bidder 
as to the number of employees of the bidder and its affiliates and substituting 
therefor the following: 
a. Bidder represents that it [ ] is, [ ] is not, a small business concern. 
For this purpose, a small business concern is a concern that (i) is not domi- 
nant in its field of operation and, with its affiliates, employs fewer than 500 
employees, or (ii) is certified as a small business concern by the Small 
Business Administration. (See Code of Federal Regulations, Title 13, 
Chapter II, Part 103, 21 Fed. Reg. 9709, which contains the detailed defini- 
tion and related procedures. ) 
b. Bidder represents that it [ ] has, [ ] has not, previously been denied a 
Small Business Certificate by the Small Business Administration. 
ce. If the bidder is a regular dealer, it also represents that all supplies to be 
furnished hereunder [ ] will, [ ] will not, be manufactured or produced in 
the United States, its Territories, its possessions, or Puerto Rico, by a small 
business manufacturer or producer. 
Substantially similar amendments shall also be made in each of the following 
forms, as appropriate, to be used in connection with procurements initiated on 
or after 1 June 1958: 
DD Form 746—Request for Proposals and Proposal 
DD Form 747—Request for Quotation 
DD Form 351-2 (Signature Page on Negotiated Contract) 


1-703 Navy Small Business Organization 


1-703a The Office of Small Business 
Source: NCPD 47-58 


1-7038a.1 The Office of Naval Material is responsible for the administration, 
supervision, and coordination of the Navy’s Small Business Program. To 
carry out these responsibilities and facilitate the development of that program, 
and in accordance with ASPR 1~—704.2, there is established within the Office of 
Naval Material an Office of Small Business. The Chief of the Office of Small 
Business shall be responsible for development of the Navy’s Small Business 
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Program in implementation of the policy and program established by the De- 
partment of Defense, and he shall serve as departmental advisor on all small 
business matters to the Assistant Secretary of the Navy (Material), as well as 
to the Chief of Naval Material and the Director of the Procurement Division, 
Office of Naval Material. He shall be responsible for coordinating action neces- 
sary for resolution of disagreements in matters relating to the basic intent 
behind small business directives. He shall also maintain liaison with the De- 
partment of Defense, the Small Business Administration, and the Congress 
and shall represent the Department of the Navy in negotiations with other 
Departments or Governmental agencies on matters primarily affecting small 
business. The Chief of the Office of Small Business shall devote his efforts 
exclusively to small business matters. 


1-703b Small Business Specialists 
Source: NCPD 47-58 


1-703b.1 In accordance with ASPR 1-704.3, small business specialists shall 
be appointed at all purchasing activities within the continental limits of the 
United States having authority to make purchases in amounts exceeding $2,500, 
and such specialists shall also be appointed, where appropriate, in higher level 
offices concerned with procurement. In all activities having a sufficient volume 
of procurement or related functions to justify such action, such specialists shall 
devote full time to the assistance of small business. When the volume of procure- 
ment or of functions relating to procurement can justify the exercise of the duties 
of a small business specialist only on a part-time basis, such duties shall take 
precedence over any collateral duties assigned. 

1.703b.2 Small business specialists shall be appointed by name, in writing, 
and shall be responsible directly to the appointing authority. The power of 
appointing small business specialists is hereby delegated to and shall be exercised 
exclusively by Heads of Procuring Activities and commanding officers of field 
purchasing activities. It is desired that all small business specialist positions 
be filled by personnel of the highest caliber, preferably civilians, whose experi- 
ence in or with small business and whose interest in the welfare of the small 
business community especially qualify them for this work. A copy of the appoint- 
ment or termination of appointment of all such specialists shall be forwarded to 
the Office of Small Business (ONM-Code M81). 

1.703b0.3. The small business specialists shall report directly to the Head of 
the Procuring Activity or the commanding officer of the field activity, as appro- 
priate, and shall not be subject to the direction of either contracting or technical 
personnel. 

1-708b.4 The following functions shall be performed by small business spe- 
cialists at purchasing activities, and, as appropriate, by those assigned to other 
offices concerned with procurement ; 

a. Provide a focal point to which small business concerns may direct inquiries 
concerning participation in the procurement program or assistance in the per- 
formance of contracts. 

b. Maintain a program to discover small business sources capable of partici- 
pating in procurements to meet current and anticipated requirements. 

ec. Screen all proposed procurements prior to issuance of Invitations for Bids 
or Requests for Proposals to ensure that small business is receiving adequate con- 
sideration in connection with the award of contracts; and advise the contracting 
officer (i) whether a particular procurement is suitable for performance by small 
business concerns, and (ii), if suitable, the minimum percentage of the procure- 
ment that the contracting officer should endeavor to place with small business 
concerns. 

d. Make recommendations to the contracting officer with respect to the com- 
petency, capacity, and credit of specific small business concerns with reference 
to specific procurements. 

e. Make appropriate recommendations in connection with the issuance of 
Certificates of Necessity, defense order priorities and allocation ratings, financ- 
ing, furnishing of Government equipment, inspections, payments, and other 
measures to assist small business concerns in the conversion and equipping of 
their plants for defense production. 

f. Maintain liaison with contracting officers to ensure that requests by small 
concerns for financial assistance, available under existing regulations, are not 
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treated as a handicap in the award of formally advertised or negotiated contracts ; 
and screen proposed Invitations for Bids to ensure that provisions relating to 
requests for and the making of progress payments are included in accordance 
with the requirements of NPD 31-303.2. 

g. Participate in meeting of review boards or committees considering contract 
awards whenever small business concerns are involved and, in appropriate cases, 
recommend to the contracting officer the award of contracts to specific small busi- 
ness concerns for the purpose of broadening the industrial base of suppliers. 

h. Observe the effect of current procurement policies on the participation of 
small business concerns in procurement programs and recommend to the appro- 
priate authority any desirable changes or new policies. 

i. Obtain information, where appropriate and to the extent practicable, con- 
cerning subcontracting policies and procedures of prime contractors in order to 
discover and report to the appropriate authority any practices that tend to dis- 
criminate against small business concerns or discourage them from taking an 
interest in subcontracting. 

j. Ensure that participation of smail business concerns is accurately meas- 
ured and reported and furnish appropriate comments to the appointing 
authority on such reports. 

k. Review and advise contracting personnel with respect to policies and 
practices under the Production Allocation Program to promote maximum uti- 
lization of small business facilities. 

1. Maintain liaison and exchange information with local offices of other 
Government agencies for the purpose of rendering maximum assistance to small 
business concerns. 

m. Arrange to furnish available data concerning small business concerns, 
their facilities, and capabilities; and otherwise assist Federal, State and au- 
thorized private agencies, if requested, in developing an inventory of the pro- 
ductive facilities of small business concerns. 

n. Initiate action, where appropriate, to accomplish full cooperation of 
the purchasing activities with the Governor’s Commission on Small Business 
of each State in implementing a program to assist small business concerns and 
to broaden the industrial base of suppliers. 

o. Review any action within his activity involving (i) the proposed furnish- 
ing by the Government to a prime contractor, or acquisition by a prime con- 
tractor, of industrial facilities under a Navy contract; (ii) a request from a 
prime contractor after award for the Government to furnish, or consent to 
the contractor’s acquisition of, industrial facilities; or (iii) a request for ac- 
celerated amortization of contractor-owned facilities. Upon completion of this 
review, the small business specialist shall recommend to the head of his pro- 
curing activity disapproval of such actions when adequate facilities for per- 
forming the Navy contract are known to exist within the small business com- 
munity and work requiring the use of such facilities can be accomplished by 
subcontracting to a small business concern. 

p. Review all proposed advertised and negotiated procurements that are 
within the productive potential of small business concerns to ensure that ade- 
quate specifications and drawings to permit competition are available; and, 
when not available, unless there are sufficient and valid reasons to the con- 
trary, initiate action with appropriate technical and contracting personnel to 
obtain such specifications for the instant or future procurements, as 
appropriate. 

q. With respect to each proposed procurement of $10,000 or more that is 
within the productive potential of small business, indicate by written docu- 
mentation in the procurement files (i) whether small business concerns will, in 
accordance with ASPR 1-702 (b), be afforded an equitable opportunity to 
compete for such procurements, and (ii) whether specifications and drawings 
are adequate to permit competition by small business concerns. If small busi- 
ness concerns cannot be afforded an equitable opportunity to compete on the 
procurement, or if specifications and drawings are not sufficient to permit com- 
petition, an explanation of all pertinent circumstances should be recorded in 
the procurement file, together with a statement of the current or anticipated 
future remedial action to be taken by the small business specialist. 

r. Performs such other duties as may be required for compliance with the 
provisions of this directive, insofar as they apply to the activities to which 
such specialists are assigned. 
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1-703c Council of Small Business Specialists . 
Source: NCPD 47-58 


1-—708e.1 To accomplish full coordination of effort in considering and resolv- 
ing problems primarily affecting small business concerns, there has been estab- 
lished a Council of Small Business Specialists for the Department of the Navy, 
consisting of the Chief of the Office of Small Business, Office of Naval Material, 
and the senior small business specialists appointed by the Heads of the Procur- 
ing Activities. In addition to the functions to be exercised by Navy small busi- 
ness specialists, as set forth in NPD 1-—7038b.4 above, the senior small business 
specialists of the Council shall perform the following functions: 

a. Serve as assistants and advisors to the Chief of the Office of Small Business 
and participate in meetings scheduled by the Chief of the Office of Small Busi- 
ness to develop new or improved policies and procedures for increasing small 
business participation in Navy procurement and accomplish unity of action on 
small business matters. 

b. Attend, upon request of the Office of Naval Material, Congressional hear- 
ings pertaining to small business matters for the purpose of presenting the 
Small Business Program of their respective activities. 

ec. Perform such additional duties relating to small business matters as may 
be prescribed by the Chief of the Office of Small Business. 


1-704 Cooperation with the Small Business Administration (SBA) 


1-704a Cooperation with the SBA—General 
Source: NCPD 47-58 


1-704a.1. General. In accordance with ASPR 1-705.1, it is the general policy 
of the Department of the Navy to consult and cooperate closely with the Small 
Business Administration (SBA), to obtain for small business concerns the 
greatest practicable participation in the defense procurement program, both 
through prime contracting and through encouragement of subcontracting. In 
implementation of the joint Navy-SBA program hereinafter set forth, Navy 
personnel shall consult and cooperate, to the maximum extent practicable, with 
SBA personnel within offices at the purchasing level to which SBA represent- 
atives are assigned, and at other levels, as appropriate. 

1-7040a.2. SBA Representatives. a. In accordance with ASPR 1-705.2, SBA 
may assign one or more representatives to any Navy purchasing activity. Such 
representatives shall be known as “SBA representatives.” Appropriate desk 
space and telephone facilities shall be provided to SBA representatives whether 
assigned to a purchasing activity on a full-time or on a part-time basis. 

b. SBA representatives assigned to the Bureau of Aeronautics, Bureau of 
Ordnance, Bureau of Ships, and Marine Corps shall be oriented by the respective 
bureaus and the command concerned. The Bureau of Supplies and Accounts 
shall orient the SBA representatives assigned to purchasing activities subject 
to the cognizance of that Bureau. SBA shall obtain prior security clearance for 
all SBA representatives and other employees assigned for duty with the Depart- 
ment of the Navy. Proof of clearance shall be presented prior to, or concur- 
rently with, notice of such assignment. SBA representatives and other em- 
ployees shall be expected to comply with Navy directives dealing with conduct 
of Navy procurement personnel. Breaches by SBA personnel shall be reported 
promptly to SBA for necessary action. In this connection, particular reference is 
made to the premature release of procurement information contrary to prescribed 
Navy practice. 

1-704a.8 Screening of Procurements. SBA representatives assigned to Navy 
purchasing activities shall be given the opportunity to screen proposed pro- 
curements and make appropriate recommendations with respect thereto, includ- 
ing recommendations that such procurements be exclusively or partially set 
aside for small business, in accordance with the procedures set forth in ASPR 
1-705.3. 

1-704a.4 Joint SBA-Navy Small Business Set-Aside Program. Public state- 
ments and press releases On the results of the joint Navy-SBA set-aside pro- 
gram for small business, conducted pursuant to ASPR 1-706 and NPD 1-705, 
shall generally be issued jointiy by the two agencies concerned and, prior to 
release, shall be submitted to the Chief of the Office of Small Business for 
coordination with the Department of Defense and SBA. 
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1-704a.5 Certificates of- Competency. ASPR 1-705.6 sets forth the pro- 
cedures to be followed to afford SBA the opportunity to certify the compe- 
tency of any small business concern which has submitted an otherwise accept- 
able bid or proposal but has been found by the contracting officer to be 
nonresponsible as to capacity or credit. Certifications as to competency reflect 
the judgment of SBA that the firm is capable of performing and the Government 
will not be taking an unreasonable risk of an unsatisfied judgment in the event 
of default, although it is not implied that all poss*ble future claims by the 
Government will be fully satisfied. Although contracting officers are required 
to accept certificates of competency from SBA as conclusive (see ASPR 1-705.6), 
nevertheless, if the contracting officer has substantial doubt as to the certified 
firm’s ability to perform, he shall, prior to award, refer the matter, with all 
pertinent available information and an indication as to degree of urgency, to 
the Office of Naval Material for review prior to award. 


1-704b Dissemination of Procurement Information to SBA Offices 
Source: NCPD 47-58 


1-704b.1 The procedures for the dissemination of selected procurement infor- 
mation to the regional offices of SBA are set forth in the two next succeeding 
paragraphs. 

1—704b.2 In the interest of continued cooperation with SBA and maximum 
utilization of existing facilities for the assistance of small business, it is con- 
sidered desirable that certain Navy procurement information be furnished di- 
rectly to SBA. Industry Cooperation Officers, now performing small business 
functions on a part-time basis within the offices of the Inspectors and Assistant 
Inspectors of Naval Material, will provide the source of local contact for SBA 
offices in general matters concerning Navy procurement and small business 
procedures but will not participate directly in the dissemination of procure- 
ment information described herein. 

1-7046.38 For each unclassified proposed procurement in excess of $25,000 for 
which the small business specialist deems additional participation by small 
business desirable, the purchasing activities listed in NPD 1—704b.4 below shall 
send to each of the fifteen regional offices of SBA, which are listed in NPD 
1-704b.5 below, one bid set consisting of one copy of the Invitation for Bids or 
Requests for Proposals, with specifications and drawings. In this connection, 
a reasonable quantity of bid sets will be made available for susequent distribu- 
tion to small business firms at the request of such firms or of SBA. 

1-70406.4. Set forth below is a list of Navy purchasing activities which will 
furnish information to the Small Business Administration : 


Bureau of Aeronautics Navy Purchasing Office 
Department of the Navy Fourth and Independence Avenue, 
Washington 25, D. C. SE 


Washington 25, D. C. 
Bureau of Ordnance gt P 





Department of the Navy 
Washington 25, D. C. 


Bureau of Ships 
Department of the Navy 
Washington 25, D. C. 


Bureau of Yards and Docks 
Department of the Navy 
Washington 25, D. C. 


Headquarters, U. S. Marine Corps 
Department of the Navy 
Washington 25, D. C. 


General Stores Supply Office 
700 Robbins Avenue 
Philadelphia 11, Pa. 


Electronics Supply Office 
Great Lakes, Ill. 


Submarine Supply Office 
Rittenhouse Square Building 
Nineteenth and Walnut Street 
Philadelphia 3, Pa. 


Navy Purchasing Office 
Naval Supply Activities, N. Y. 
3rd Avenue and 29th Street 
Brooklyn 32, N. Y. 


Navy Purchasing Office 
Naval Supply Center 
Norfolk, Virginia 

Navy Purchasing Office 
1206 South Santee Street 
Los Angeles, California 


Aviation Supply Office 

700 Robbins Avenue 
Philadelphia 11, Pa. 

Ships Parts Control Center 
Mechanicsburg, Pa. 


Naval Construction Center 
Yards and Docks Supply Office 
Port Hueneme, California 


U. 8S. Naval Gun Factory 
Washington 25, D. C. 
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1-7040.5. Set forth below is a list of Small Business Administration Regional 


Offices which will receive Navy procurement information : 


Small Business Administration 
131 State Street 
Boston 9, Massachusetts 


Small Business Administration 
42 Broadway 

New York 4, New York 

Small Business Administration 
1015 Chestnut Street 
Philadelphia 7, Pennsylvania 


Small Business Administration 
900 N. Lombardy Street 
Richmond 20, Virginia 


Small Business Administration 
90 Fairlie Street NW 
Atlanta 3, Georgia 


Small Business Administration 
Federal Reserve Bank Building 
713 Superior Avenue 

Cleveland 1, Ohio 


Small Business Administration 
226 W. Jackson Blvd., Room 1402 


Small Business Administration 
301 Metropolitan Building 
Second Avenue and Third Street 
Minneapolis 1, Minnesota 


Small Business Administration 
Federal Office Building 

911 Walnut Street 

Kansas City 6, Missouri 


Small Business Administration 
1000 Main Street 
Dallas 2, Texas 


Small Business Administration 
Railway Exchange Building 
909 17th Street 

Denver 2, Colorado 


Small Business Administration 
40 Davis Street 
San Francisco 11, California 


Small Business Administration 
Burke Building 

905 Second Avenue 

Seattle, Washington 


Chicago 6, Illinois 
Small Business Administration 
312 W. 5th Street 

Los Angeles 13, California 


Small Business Administration 
211 West Congress Street 
Detroit 26, Michigan 


1-705 Set Asides for Small Business 
Source: NCPD 47-58 


1—705.1 [Reserved] 


1-705.2 Publicizing and Reporting of Set-Asides. a. The requirement for 
publicizing proposed procurements in the U. 8. Department of Commerce “‘Synop- 
sis of U. S. Government Proposed Procurement, Sales and Contract Awards,” in 
accordance with the procedures set forth in ASPR 2-206.3 and NPD 2-205, shall 
not operate to preclude the making of a set-aside in otherwise appropriate 
instances. 

b. Statistical data on all procurements set aside for small business will be 
reported to the Chief of Naval Material (Code M36) on DD Form 350 or 
NAVEXOS 4204, as appropriate, in accordance with the instructions contained 
in NPD 16—803 and 16-804. 

ec. All public statements and press releases on the results of the joint Navy- 
SBA set-aside program shall be made in accordance with NPD 1-704a.4. 


1-706 Small Business Subcontracting Policy and Program 
Source: NCPD 47-58 


1-706.1 In accordance with ASPR 1-—707.3, contracting officers shall urge 
appropriate contractors to establish and conduct a formal “Defense Subcon- 
tracting Small Business Program.’ The adoption of a Defense Subcontracting 
Small Business Program may be urged prior to, simultaneously with, or at the 
earliest practicable time subsequent to the placing of the prime contract. The 
term “subcontracting” refers to procurement by business concerns (including non- 
profit organizations) of any supplies or services entering into the performance 
of contracts for defense supplies or services received by such business concerns 
from a Military Department or from another business concern. 

1-706.2 The Defense Subcontracting Small Business Program is designed 
for contractors having contracts of such nature and monetary value as to 
afford opportunities for subcontracting in substantial amounts. Contracting 
officers should not construe the reference to contracts “in excess of $1,000,000” 
in ASPR 1-707.3 as limiting their efforts to further the general aims of the 
program and, when deemed appropriate, should persuade contractors holding 
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contracts in amounts of $1,000,000 or less to establish and conduct Defense 
Subcontracting Small Business Programs. 

1—706.3 In each case in which a contracting officer acting voluntarily or pur- 
suant to the requirements of this directive, urges a prime contractor to establish 
a Defense Subcontracting Small Business Program, a report shall be made by 
the purchasing activity concerned to the Office of Naval Material (Code M31), 
including the following: 

a. Name and address of contractor performing the contract ; 

b. Location of plant where contract is being performed ; 

e. Contract number ; 

d. Supplies or services being procured ; 

e. Dollar value of contract ; and 

f. Notation indicating whether or not the prime contractor agreed to es- 
tablish the program. 

A report shall also be submitted in instances of contracts over $1,000,000 where 
the contracting officer does not urge the establishment of Defense Subcontract- 
ing Small Business Programs because the contract in question does not offer 
substantial subcontracting opportunities. 

1—706.4 In order to achieve compliance with ASPR 1—707.4, within the De- 
partment of the Navy the Chief of the Offic? of Small Business shall assign 
cognizance of prime contractors’ Defense Subcontracting Small Business Pro- 
grams to appropriate bureaus and offices, which shall be responsible for eval- 
uating the adequacy of such programs. Surveys of the programs shall be con- 
ducted either by the Material Inspection Service, USN, at the request of the 
cognizant bureau or office, or by the small business specialist of the cognizant 
bureau or office after notifying the appropriate field inspection office. When 
survey by the field inspection office is deemed appropriate, requests should be 
forwarded directly to such office, enclosing copies of an Evaluation Check-Off 
Sheet (copies of which may be obtained by the small business specialists from 
the Office of Naval Material (M31)) to be used for guidance in making such 
surveys. Copies of all such requests shall be forwarded to the Director of the 
Field Services Division, Office of Naval Material. Upon completion of the 
survey, the field inspection office shall be requested to forward the completed 
Evaluation Check-Off Sheet, in duplicate, to the Bureau or Office requesting 
the survey, which in turn shall transmit one copy to the Chief of the Office of 
Small Business, Office of Naval Material. After the initial survey, subsequent 
re-evaluations are to be conducted annually in the manner deemed most ap- 
propriate by the responsible purchasing activity. 

1—706.5 In accordance with ASPR 1-—707.3 (vi), all business concerns which 
establish Defense Subcontracting Small Business Programs shall be requested 
by the cognizant bureau to provide the prescribed information on DD Form 
1140 (Semiannual Report of Participating Companies), in accordance with 
instructions printed thereon. 

1-706.6 Each small business specialist shall request all business concerns 
under his cognizance which participate in the program to submit to him three 
copies of the DD Form 1140 via the cognizant Navy field inspection office. Report- 
ing concerns shall be requested to submit the report for the January—June 
period by 30 August and the report for the July-December period by 1 March. 
Small business specialists shall make all necessary arrangements with the 
participating firms (or the reporting subdivisions thereof) for the submission 
of DD Form 1140. Copies of DD Form 1140 may be obtained upon request from 
the Office of Naval Material (Code M31). 

1-706.7 Distribution of Reports. Upon receipt from participating contrac- 
tors of the executed copies of the DD Form 1140, the small business specialists 
shall distribute the copies as follows: one copy to the Office of Naval Material 
(Code M36), one copy to the Office of Navy Material (Code M31), and one 
copy to be retained by the small business specialist. 


1-707 Participation of Small Business in Mobilization Planning 
Source: NCPD 47-58 
1-707.1 In accordance with ASPR 1-708, the policy of placing a fair propor- 
tion of purchases and contracts with small business concerns applies in the field 
of mobilization planning. Accordingly, all activities concerned with the Pro- 
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duction Allocation Program shall make a continuing study of the Navy’s pro- 
duction allocation procedures to ensure that appropriate elements of the small 
business program and the following specific aids to small business are applied 
to production planning: 

a. Small business specialists assigned to such activities shall be consulted 
regarding the ability and capacity of small business to participate in specified 
mobilization planning. 

b. Lists similar to bidders’ mailing lists shall be employed to uncover un- 
tapped planning sources. 

ce. Planning requirements shall be divided into reasonably small lots to 
further the objective of broadening the industrial base of suppliers and to 
eliminate undesirable industry concentrations for single and multiple item 
planning. 

d. Multi-schedules of planned production to be activated in the event of 
mobilization shall be placed to the greatest extent possible; i. e., five different 
schedules shall be placed with five different planned producers rather than one 
schedule with a single planned producer for five items. 

e. Consistent with the above, wasting of skills should be avoided, and sched- 
ules of planned production should be placed in small facilities where maximum 
use of available manpower, skills, and equipment may be realized. Conversely, 
large items or difficult mass production planning requirements should usually 
be reserved for appropriate large-size and volume producers. 


EXxnHIsitT 2 
DEPARTMENT OF THE NAVY 
OFFICE OF NAVAL MATERIAL 


Washington 25, D. C. 
ONMNOTE 4380 
M31A/MQ :bjk 
7 NOVEMBER 1957. 

ONM Notice 4380 

From: Chief of Naval Material. 

To: Distribution List. 

Subject: Hearings Before a Subcommittee of the Senate Select Committee on 
Small Business, Eighty-Fifth Congress, First Session, on Small-Business 
Policies and Programs of Government Agencies; forwarding of report on. 

Enclosure: (1) Copy of subject Hearings. 

1. Purpose.—To transmit enclosure (1) for review and careful consideration. 

2. General.—In the interest of increasing small business participation in mili- 
tary procurement, Senator George A. Smathers, Chairman of a Subcommittee on 
Government Procurement, has requested the Assistant Secretary of Defense 
(Supply and Logisticss), to bring subject report, which contains small business 
policy statements of key officials of the military departments and the Depart- 
ment of Defense, to the attention of principal military Contracting Officers. 

3. Action—Addressees are requested to furnish copies of subject report to the 
principal Contracting Officers under their cognizance. These reports should be 
carefully reviewed by such Contracting Officers to insure that the policy of 
making maximum utilization of small business, as expressed by the Assistant 
Secretary of the Navy (Material), Chief of Naval Material, and the heads of the 
various naval procuring activities, is conscientiously implemented in the daily 
procurement operations of all naval activities. 

4. Cancellation.—This Notice is canceled upon completion of required action 


and for record purposes on 31 December 1957. 
(S) E. M. Fagan, 


Assistant Chief of Naval Material (Procurement). 
Distribution: SNDL: A2A (ONR only) 10 copies; A5 (except BUMED, BU- 
SANDA, BUDOCKS) 10 copies each; A5 (BUSANDA only) 130 copies; A5 (BU- 
DOCKS only) 15 copies ; A6—10 copies ; 41A—10 copies. 


~ 
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Exuisit 3 


MEMORANDUM FROM OFFICE OF NAVAL MATERIAL 
M31/FAA :myz 
28 JANUARY 1958. 

From: Chief of Naval Material. 
To: Commandant of the Marine Corps. 

Commander, Military Sea Transportation Service. 

Chief, Bureau of Aeronautics. 

Chief, Bureau of Ordnance. 

Chief, Bureau of Ships. 

Chief, Bureau of Supplies and Accounts. 

Chief, Bureau of Yards and Docks. 

Chief of Naval Research. 


Subject: Report of Senate Small Business Committee. 
Reference : 
(a) ONM Notice 4380 of 7 November 1957. 
(b) CNM Itr of 18 Sept 1957, subj: Increased Use of Set-Asides in the Navy 
Procurement Program. 
(c) CNM lItr of 23 Sept 1957, subj: Use of Set-Asides in the Navy Procure- 
ment Program. 
(d) CNM ltr of 18 Sept, subj: Increased Use of Set-Asides in Procurement 
of Jet Fuel. 

Enclosure: (1) Report of the Select Committee on Small Business, United States 
Senate, on Small Business Participation in Government Procurement, 1957, 
Report No. 1170—5 copies. 

1. The enclosed report of the Senate Select Committee on Small Business of 
30 December 1957 is forwarded for your perusal and appropriate action. Addi- 
tional copies may be obtained from the Small Business Office of the Office of Naval 
Material. The success of the Navy in promoting the small business objective 
during the Fiscal Year 1957 and during the months since has, on the whole, been 
reported upon favorably. Many debatable points and difficult problems are dis- 
cussed, however, in this report, not only under the heading of the Navy but also 
under that of the Army and the Air Force. As in the case of the testimony which 
was distributed by reference (a), this report should be read in toto by all pro- 
curement personnel and by technical personnel concerned, including appropriate 
personnel of field activities. In conformance with the recommendations made on 
Page 39 of subject report, it is requested addresses review the various programs 
adopted by all other services in order to take advantage of the experience of all. 

2. In general terms, the report emphasizes two over-all aspects. One, that 
current programs should be intensified in our common efforts to insure a broad 
supply base for the Government, free competition and the maintenance of a 
healthy small business community. In addition to intensification of the pres- 
ent program, new ideas and new approaches are needed. It is requested that 
study be given to this problem by informed personnel and suggestions made to 
this Office as to how we may preserve the present share of small business in 
our procurement and, if possible, increase it. They will be given careful con- 
sideration. 

3. With the exception of recommendations numbered 8 and 12, all of the rec- 
ommendations of the Senate Committee beginning on Page 39 of the enclosure 
are susceptible to performance to some extent by our procurement and small 
business personnel. It is requested that your current actions to pursue the 
objectives of these recommendations be reviewed, as appropriate, from time 
to time and efforts thereon improved as possible. It is further requested that 
you report to this Office on or about 15 April 1958 on special problems you are 
encountering in these areas and as to the success that you anticipate in meeting 
them. 

4. In view of the Committee’s comment at the top of Page 39 of the enclosure, 
it is recommended that, with the assistance of your small business specialist, 
your procurement and technical personnel review and insure continued imple- 
mentation of the current ASPR and NPD passages which cover the small busi- 
ness program of the Navy. 








| 
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5. The problem of expansion of set-asides raised by recommendation No. 6 
was covered by references (b), (c) and (d), one of which was addressed to 
you and to which you have already replied. Information as to your continued 
success in this area is desired in connection with the report of 15 April. 

6. It is planned to write further to addressees in regard to the problems raised 
by recommendations 2 and 4. 

[S] R. L. Swart, 
Vice Chief of Naval Material. 





ExnHrpir 4 
19 Marcu 1958, 
To all Navy Purchasing Officers and Supporting Technical Personnel. 
Subject: Small Business Program. 
Enclosure: Excerpt from Senate Report 1282, 10 Feb 1958. 

1. Section 202 of Public Law 268 of the 84th Congress reads in part as follows: 

“The essence of the American economic system of private enterprise is free 
competition. Only through full and free competition can free markets, free 
entry into business, and opportunities for the expression and growth of per- 
sonal initiative and individual judgment be assured. The preservation and ex- 
pansion of such competition is basic not only to the economic well-being but 
to the security of this Nation. Such security and well-being cannot be realized 
unless the actual and potential capacity of small business is encouraged and 
developed. It is the declared policy of the Congress that the Government should 
aid, counsel, assist, and protect insofar as is possible the interests of small- 
business concerns in order to preserve free competitive enterprise, to insure 
that a fair proportion of the total purchases and contracts for supplies and serv- 
ices for the Government be placed with small-business enterprises, and to main- 
tain and strengthen the overall economy of the Nation.” 

2. While agreeing with the policy stated above, you may wonder why the 
Department of Defense must divert from its main mission the administrative 
effort now required for the Small Business Program. Why, in other words, is 
this not left to other agencies of the Government? There are three principal 
reasons. First of all, it is to the advantage of our defense effort to broaden 
our industrial base and promote competition. Second, it is our duty to afford 
the public an equal access to our procurements where possible. Third, the small 
business community is undergoing a sudden and sharp worsening of its position 
as compared to bigger business in this country, so sudden and sharp that the 
Government cannot refrain from doing something about it, nor the Department 
of Defense, as the buyer of 90% of the Government’s needs, from lending a 
hand. 

3. About this third point, consider the following: 

a. Manufacturers with assets under one million dollars have increased their 
sales by 30% over the past ten years while manufacturers with assets over one 
million dollars have increased them 80%. (These percentages are in dollars, not 
in real quantities. ) * 

b. Manufacturers with assets under one million dollars have just held even 
on their earnings before taxes after the past ten years, while larger manufac- 
turers have increased their earnings 60%.* 

4. These figures show a comparative worsening of the position of small business 
which is sudden and severe, not just a phenomenon of long-term national growth. 
It is in the interest of every citizen who believes in private enterprise to support 
the Government’s Small Business Program. In the Navy, success of the program 
rests with procurement personnel and those on whom they rely for technical 
advice. As can be seen from the excerpt shown below, there is doubt in some 
quarters that all of us are meeting this requirement. This program is presently 
described in the Small Business Section of Navy Procurement Directives. It is 
the law of the land ; your full support is expected. 


*Data based on statistics of the Internal Revenue Service, Federal Trade Commission, and 
Securities and Exchange Commission. 





SMALL BUSINESS PROCUREMENT PROGRAMS 





NAVY SMALL BUSINESS OFFICE 


* * * * * * om 


[Excerpt from Senate Report 1282, a on maa (Eighth Annual Report on Small 
usiness) 


Section E. CoNcCLUSIONS 


Your committee recognizes that the prime responsibility of the Department of 
Defense is to fashion and equip a trained and effective fighting force. There is, 
on the other hand, an affirmative and cardinal responsibility upon the Department 
of Defense to implement, consistent with its primary mission, the congressional 
mandate that small business must receive its fair share of Government procure- 
ment. 

Your committee points out that it is sympathetic to the actions so far taken 
by the Assistant Secretary of Defense, the Assistant of the Defense hierarchy. 
Nevertheless, conditions are far from satisfactory, and your committee believes 
that a major part of the difficulty rests with the vast middle-management com- 
plement of contracting officers, negotiators and technicians—the ends of the 
chain of command, the ends where the individually insignificant, but most dam- 
aging in the aggregate—decisions are made. The contracting officer who elects 
to deal with one of the billion dollar corporations rather than advertise or nego- 
tiate with a small firm, because it is quicker and easier, jettisons all of the 
combined efforts at the top with one telling blow. It is he who must be made 
to mend his ways. His actions determine, in the final analysis, the actual 
extent of small-business participation in Government procurement of goods and 
services. 

Your committee finds completely incongruous this basic, though well-concealed, 
attitude of indifference toward small business, that exists at this middle-man- 
agement staff level, since it is patently obvious that defense policymakers deem 
this segment of our economy vital and necessary in times of partial or full mobili- 
zation. Your committee is forced to conclude that if the lethargic attitude 
currently displayed by operational personnel is permitted to continue unchecked, 
an appreciable percentage of the firms comprising our country’s mobilization base 
may have run their course when called upon to answer their Nation’s needs. 


Exnuisit 5 
M31/FAA :me 
26 Fepruary 1958. 

Memorandum for: 

Commandant of the Marine Corps. 

Commander, Military Sea Transportation Service. 

Chief, Bureau of Aeronautics. 

Chief, Bureau of Ordnance. 

Chief, Bureau of Ships. 

Chief, Bureau of Supplies and Accounts. 

Chief, Bureau of Yards and Docks. 

Chief of Naval Research. 
Subject : Congressional Committee Hearings on Small Business Program. 
Reference: 

(a) Small Business Act of 1953, as amended. 

(b) ASPR 1-700. 

(ec) NPD Section 34. 

(d) CNM Letter Transmitting Senate Report. 

(e) NPD 34-102. 

1. Reference (a) places upon the Department of Defense a clear responsibility 
to do its share in promoting the Small Business Program of the Government. 
Reference (b) assigns this responsibility to the major procuring offices of the 
military services and provides procedures for carrying it out: reference (c) 
augments and supplements these procedures. By many public and written state- 
ments, the Select Small Business Committees of Congress have indicated that they 
have and will in the future hold the Department of Defense to the letter and 
the spirit of the Small Business law. I have personally been very much inter- 
ested in this program, and will continue to keep myself informed as to require 
my Small Business Advisor periodically to make reports to me on its status and 
prospects, and to intervene occasionally as required in connection with partic- 
ular problems arising in the course of Navy-wide coordination of the program. 
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In his respective area of responsibility, I urge and expect the head of each of 
the procuring offices of the naval establishment to do the same. 

2. We may anticipate, I believe, that, as was the case last year, the Select Small 
Business Committees of the Senate and House will first hold hearings on specific 
cases or aspects of the program and later hold hearings on overall small business 
policy. There are indications of a hearing by the Senate Committee in early 
April on the subject of the small business share of the missile program. At this 
hearing, in addition to prime contracting, any information we can get on sub- 
contracting to small business will be very useful. The only other indication 
presently available is that the House Committee may give special attention to 
the small business share in our research and development program. Both com- 
mittees can be expected also to give particular stress to the aspects of the Small 
Business Program concerned with procurement set asides, subcontracting, ade- 
quacy of engineering data, and effect of government owned facilities and equip- 
ment. Additional information about the hearings will be passed to you as it is 
learned, but preparations for them should begin now in each procurement office. 

3. In connection with these hearings, the Chief of Naval Material in refer- 
ence (d) invited your attention to the statement on page 39 of the Senate 
Committee Report No. 1170, which was enclosed with reference (d), to the 
effect that at its coming hearings the Senate Committeee expects to call upon 
selected purchase and technical personnel; presumably this would be in addition 
to Bureau Chiefs and their Small Business Specialists to whom previous 
hearings have largely been restricted. Such purchase and technical personnel 
should be carefully oriented to the small business problem, if they are not 
so already, and have available suitable records and statistics as to their 
participation in the Small Business Program. 

4. Another point is the need for inclusion of a short paragraph on your 
Small Business Program in statements you make this year before Appropriation 
Committees. Interest in small business is widespread throughout Congress 
and has been, I think, particularly aroused this year because of economies 
and changes in procurement patterns of DOD. 

5. I would like to close this memorandum by asking you to give particular 
attention to the effectiveness of your small business office. Its duties are listed 
in reference (e). It is particularly important that the office review all pro- 
curements in advance of solicitation, have adequate means to carry out its 
duties in terms of staff and facilities, have a well recognized place in your 
organization with authority to press the principles of the program and to be 
listened to, and have access direct to you. It should be realized that present 
conditions to some degree constitute “hard times” for small business; the 
work load of small business offices of the military departments is greater than 
in the past; their staffing should so reflect. We can expect close questioning 
on these aspects of our program when we come before the congressional Small 
Business Committees. 

6. In addition to your many other special responsibilities, of which I assure 
you I am keenly aware, I request that you give prompt attention to the matters 
discussed above. 

(S) F. A. Bantz, 
Assistant Secretary of the Navy (Material). 


EXHIBIT 6 
DEPARTMENT OF THE NAvy 
BUREAU OF AERONAUTICS 


Washington 25, D. C. 
Aer-SB 


16 May 1958. 
From: Chief, Bureau of Aeronautics. 


To: Assistant Chiefs, Heads of Offices, and Directors of Divisions. 
Subject: Small Business Program. 


Reference: (a) Navy Procurement Directives. 
1. In reviewing our Small Business Program, I noticed that the percentage 


of Bureau of Aeronautics procurement actions in the small business potential 
has declined from 16% in Fiscal Year 1956 to 13% in Fiscal Year 1957 and 


has further declined to 8% for the first nine (9) months of Fiscal Year 1958. 
This decline can be partially attributable to the requirement for more complex 
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weapon systems. However, there are many highly qualified small firms, that 
if given the opportunity, should contribute measurably to these programs. 

2. Section 202 of Public Law 268 of the 84th Congress reads in part as 
follows: 

“The essence of the American economic system of private enterprise is free 
competition. Only through full and free competition can free markets, free 
entry into business, and opportunities for the expression and growth of personal 
initiative and individual judgment he assured. The preservation and expan- 
sion of such competition is basic not only to the economic well-being but to 
the security of this Nation. Such security and well-being cannot be realized 
unless the actual and potential capacity of small business is encouraged and 
developed. It is the declared policy of the Congress that the Government 
should aid, counsel, assist, and protect insofar as is possible the interests 
of small-business concerns in order to preserve free competitive enterprise, 
to insure that a fair proportion of the total purchases and contracts for sup- 
plies and services for the Government be placed with small-business enterprises, 
and to maintain and strengthen the overall economy of the Nation.” 

In the inerest of affording small business an equitable opportunity and to 
comply with the desires of Congress, the Navy has established certain policies 
and procurement practices which are contained in Part 7 of Section I of reference 
(a). All personnel should acquaint themselves with these in order to have a 
better understanding of the Navy’s Small Business Program. 

3. It has been estimated that about one-tenth of the hundreds of thousands 
of small manufacturing enterprises in the United States enjoy a quality of 
management which can be classified as superb and in all respects equal to that 
of the largest and most successful corporations. Many others are very well 
managed. The very existence of a small business which has endured over a 
period of time and acquired a reputation as a good producer is proof of its 
ability to meet competition. The inherent low overhead of efficient small 
businesses make them attractive sources for appropriate research and develop- 
ment as well as production items. 

4. The cooperation of everyone is required in order to have a _ successful 
Small Business Program. It is therefore, incumbent upon all cognizant per- 
sonnel when reviewing their procurement requirements to direct their efforts 
toward increasing small business participation. The bureau’s Small Business 
Specialist and his staff devote full time to implementing the Navy’s small 
business policy and are available to render assistance when required. 


R. E. Drxon. 
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ExHIsir 7 


DEPARTMENT OF THE NAVY 
BUREAU OF ORDNANCE 
Washington 25, D. C. 
25 Aprir 1958. 
From: Chief, Bureau of Ordnance. 
To: Distribution List. 
Subject: Bureau of Ordnance Small Business Program. 
Enclosure: (1) Copy of Small Business Program Circular issued by ONM on 
19 March 1958 (Transmitted herewith for information) (Exhibit 4). 

1. I have been reviewing our Small Business Program to determine not only 
its effectiveness but also whether or not the dollar results truly reflect best 
efforts on the part of all hands within the Bureau of Ordnance. 

2. I have noticed, to my surprise, that the percentage of total procurement 
dollars placed with Small Business concerns has declined from 14% in FY 1955 
to 7.5% at the close of FY 1957. Perhaps even more alarming, is the fact that 
the 7.5% figure for FY 1957 has been further reduced to 2.2% of total dollars for 
the first eight months of FY 1958. Unquestionably, a good bit of this decline 
is properly attributable to the change-over from conventional weapons and 
ammunition to the more complex weapons systems. However, I am of the 
opinion that, if highly qualified small business concerns were given the opportun- 
ity, they could make substantial contributions both in the development and in 
production phases of the newer weapons program. We have advantageously 
utilized such concerns in connection with our missile programs and I believe 
further utilization could be beneficial to the Bureau as well as to the small 
business community. 
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38. Accordingly, addresses are advised that as a matter of sound policy, the 
Bureau of Ordnance will continue to support the Navy Small Business Program 
to the maximum extent practicable consistent with assigned objectives and good 
procurement practice. Your immediate attention and the fullest cooperation of 
your assistants are essential for the implementation of this policy. The Bureau’s 
Small Business Specialist (Mr. J. F. Lenahan, Extension 64972, Room 3006 of 
the Main Navy Building) is available to render assistance wherever required 
in connection with your prosecution of this program. 

(S) Paul D. Stroop, 
Rear Adm. Paut D. Stroop. 


DISTRIBUTION List 


Commanding officers of ordnance field installations 


Te RR oie Scuba Bangor, Wash., Cdr. L. A. Bird, USN (Acting). 
or; Island Annex), Cdr. F. C. Channell, USN 
(OIC). 
(Bremerton Annex), Cdr. W. F. Gadberry, USN 
(OIC). 
ME xeiwn een _ Charleston, S. C., Cdr. G. P. Koch, USN. 
Tt) _...-. China Lake, Calif., Capt. W. W. Hollister, USN. 
(Pasadena Annex), Cdr. J. J. O’Brien, USN. 
TRIE oo nese ets Chincoteague, Va., Capt. T. K. Wright, USN. 
NOTU_--.-..---.---- Cocoa, Fla., Capt. R. F. Sellars, USN. 
i  ——— _...-. Concord, Calif., Capt. E. B. Mott, USN. 
NOL . _..... Corona, Calif., Capt. R. B. McLaughlin, USN. 
Mae es LS _. Crane, Ind., Capt. B. L. Lubelsky, USN. 
NPG. .2L)- .......-. Dahlgren, Va., Capt. M. H. Simons, Jr., USN. 
WAD._.............. Barl, N. d., Capt. B.C. Hawk, USN. 
nd os se Fallbrook, Calif., LCdr. R. B. Cameron, USN (Acting). 
ee Le SOP ae oe Forest Park, Ill., Capt. H. L. Jukes, USN. 
Beene A. OST Ft. Mifflin, Pa., LCdr. P. S. Hurry, USN. 
Tee 2 ES _....-. Hastings, Nebr., Capt. R. A. Thacher, USN. 
Pero. oo Se. _..... Hawthorne, Nev., Capt. R. M. Farrell, USN. 
NAD___....._....... Hingham, Mass., Capt. B. W. Freund, USN. 
NPF. _....-.----- Indian Head, Md., Capt. G. E. King, USN. 
NEODTC._.- _... Indian Head, Md., Cdr. R. W. Eigell, USN (OIC). 
NAVTORPSTA__.-.. Keyport, Wash., Capt. W. B. Moore, USN. 
NOU__.._...----.... Key West, Fla., Cdr. R. D. Ward, USN. 
ge ol oe Louisville, Ky., Capt. H. N. Larson, USN. 
NOP ............ Macon, Ga., Capt. R. L. Nevman, USN. 
POR oso ae _. MeAlester, Okla., Capt. O. C. Robbins, USN. 
OBOtuGuGa. wk _. Mechanicsburg, Pa., Capt. W. E. Moring, USN (SC). 
NND. 2220 Melville, R. I., Cdr. D. F. Larkin, USN. 
CENTORPOFF_.. Newport, R. I., Cdr. J. G. Messer, USN (OIC). 
NUOQS oc. 2ccc. _. Newport, R. I., Capt. H. 8. Monroe, USN. 
NOP_______....----- Pocatello, Idaho, Capt. W. R. Lefavour, USN. 
NAND : ‘ Seal Beach, Calif., Capt. T. K. Bowers, USN. 
PURER Sing < sustetl. Shumaker, Ark., Capt. R. E. Johnson, USN. 
MOP leisa shes densi So. Charleston, W. Va., Capt. R. H. Crane, USN. 
NAIR iad 22) duetsdud St. Juliens Creek, Va., Capt. W. C. F. Robards, USN. 
NND...._-..-----.-. Tiburon, Calif., Cdr. V. C. Langan, USN. 
NGF-_ ee et dhenaiae _.. Washington, D. C., RAdm. D. M. Turee, USN (Supt.). 
(Piney Point Annex), CWO-3 J. H. Dotterer, USN. 
NOL _....-. White Oak, Md., Capt. W. W. Wilbourne, USN. 
NOMTE.4i4< iow _. White Sands Proving Ground, N. Mex., Capt. F. D- 
Boyle, USN. 
MOP oc oe5 ‘ .. York, Pa., Capt. R. H. Solier, USN. 
Lf 2) ._. Yorktown, Va., Capt. O. D. Waters, Jr., USN. 
NMS. one =x Yorktown, Va., Cdr. J. D. Jeffords, USN. 
Bureau of Ordnance Division Directors: 
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ExnuisitT 8 
DEPARTMENT OF THE NAVY 
BUREAU OF SHIPS 


Washington 25, D. C. 
In reply refer to— 
L4(113) 
Ser 110-1168 
30 APRIL 1958. 
From: Chief, Bureau of Ships. 
To: All Assistant Chiefs, Director of Planning, Director of Contracts and 
Comptroller. 
Subject: Encouragement of small business participation in Bureau of Ships 
Procurements. 
References : 
(a) Eighth Annual Report of the Select Committee on Small Business, U. S. 
Senate, Report No. 1282. 
(b) Hearings before a Subcommittee of the Select Committee on Small 
Business, U. S. Senate, 85th Congress, 1st Session. 
(c) BuShips letter A18(111) Ser 110-1128 dtd 19 April 1956 to All Assist- 
ant Chiefs, Director of Planning, Director of Contracts and 


Comptroller. 
1. Reference (a) reads in part: “...The Department of Defense small- 
business program has aged another year with little progress being achieved .. . 


Your committee feels that the policymakers have been let down by their opera- 
tional support personnel. That this condition is permitted to go unchecked 
within the rigid framework of the military is difficult for your committee to 
fathom .. .” 

2. Reference (b) contains a statement I made before the Senate Select Com- 
mittee on Small Business. I said: “. . . it is our constant objective to afford 
small firms an equal opportunity to compete on procurements for which they are 
qualified. We aggressively encourage their participation in our procurement 
programs. Where consistent with sound business practice, we set aside all or 
part of certain procurements for competition among small firms only, following 
determinations made jointly with the Small Business Administration. We want 
to make cetrain that they obtain a fair share of our business. We construe this 
term to mean all the business small firms can, with our active assistance, 
obtain .. . I assure you that we shall continue as in the past, to afford these 
and other qualified small firms every opportunity to participate in BuShips 
procurements .. .” 

3. The percentage of BuShips procurements which small firms are qualified to 
undertake has tended to decline in recent years. We have increased prime 
contractor responsibility for complete ship construction and the manufacture of 
propulsion machinery and electronics systems. We do this in order to reduce 
administrative costs and minimize scheduling difficulties. In addition, an in- 
creasing number of standard items are now procured by other agencies for this 
Bureau. These factors, together with the Department of Defense policy which 
favors surplus labor areas, combine to reduce our small business potential. We 
can counteract this downtrend in our small business potential by doing our 
utmost to increase small firm participation In those procurements they are quali- 
fied to undertake. 

4. The Bureau’s concern is with obtaining maximum competition among sup- 
pliers, and with insuring that small business is given every opportunity to com- 
pete on an equal basis for work which does not, by its nature, require the services 
of a large industrial organization. Technical and contracting personnel must 
guard against any tendency to select large businesses merely for the sake of 
expediency. Several methods can be utilized to further small-business procure- 
ment, some of which are contained in reference (c): 

a. More emphasis should be placed on the correct identification of procure- 
ments suitable for small business. 

b. The services of the Bureau’s Small Business Specialist, Mr. Michael Chem- 
sak, should be utilized for publicizing procurements of items for which no known 
small-business firms are available, but which could conceivably be made by small 
firms. 
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ec. The Bureau’s Small Business Specialist and his assistant work closely with 
the Small Business Administration representative in a cooperative effort to 
secure for small business an ever increasing share of Bureau procurements. This 
difficult job requires the active support of all hands. 

d. Research and development procurements offer excellent opportunities for 
small business participation. Many research and development contracts can be 
accomplished without extensive facilities or large technical staffs. Special 
vigilance should be exercised in the area of research and development contracts 
to assure that qualified small firms get an equal opportunity to compete for 
them. 

e. In the placement of small firms on bidders lists, technical codes should care- 
fully screen each small firm’s applications to determine not only if it is qualified 
to produce the product in which it expressed an interest, but also its qualifica- 
tions to produce other items. The expansion of bidders lists in this manner will 
lead to greater competition in classified as well as unclassified procurements. 

5. Small-business firms are the cornerstone of the American economy. The 
American system of free enterprise draws its vitality from the initiative, imagi- 
nation and daring of individuals who are willing to take the necessary risks 
to establish a business. The Government's Small Business Program is caleu- 
lated to preserve the stability and foster the growth of the small-business com- 
munity. Current statistics show that small firms are now experiencing severe 
economic distress. The situation urgently requires that every individual con- 
cerned redouble his efforts to further small-business participation in the Bu- 
reau’s procurements. 

A. G. MuMMaA. 


DistTRIBUTION LisT 





109 343 440 533 550 810 915 990 

114 344 452 535 551 815 925 1706 
150 345 510 537 554 820 929 1710 
220 346 516 538 560 826 930 1711 
310 347 526 540 565 830 935 Wiz 
320 348 528 541 570 845 945 1714 
330 349 529 542 780 860 950 1716 
338 350 530 543 784 870 960 1718 
341 410 531 548 790 880 970 1736 
342 430 532 549 SOLA 910 980 

ExHisit 9 
DEPARTMENT OF THE NAVY 
BuREAU OF SUPPLIES AND ACCOUNTS 
Washington 25, D.C. 
RA 2 


16 Aprit 1958. 
Rear Adm. W. W. Honaker, SC, USN, 
Commanding Officer, U. 8S. Naval Supply Depot, 987 N. Harbor Drive, San 
Diego 31, Calif. 

DEAR WALTER: The attached memorandum?’ from the Navy Small Business 
Office expresses public policy concerning small business and outlines the current 
concern for the welfare of the small business community, I realize that there 
are pressures from many directions affecting the purchasing decisions that you 
make—fund limitations, aid to distressed labor areas, and prompt satisfaction 
of military requirements, to mention only a few. Therefore, I want, at this time, 
to reemphasize my interest in improving the equitable opportunity of small busi- 
ness to compete for our purchases. It goes without saying that the Navy Depart- 
ment fully supports this policy both in letter and in spirit. 

I ask that you review your operations and procedures with this in mind and, 
among other things, insure that: 

1. Staffing and organization are adequate to perform the many duties assigned 
to the Small Business Specialist. 


1 Memorandum referred to is exhibit 4, p. 75. 
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2. The search for potential small business suppliers is furthered by prompt and 
sympathetic handling of all inquiries, by wide publicity concerning proposed 
procurements, and by participation in appropriate business shows and clinics. 

3. Action is taken to provide adequate specifications and drawings to permit 
competition whenever practicable. 

4. Subcontracting with small business by our prime contractors is appropriately 
encouraged. 

I would welcome, at any time, any suggestions you might have on this subject. 
I am confident that the effort expended in improving our small business program 
will pay large dividends to the Navy and to the country. 

With all good wishes, I am, 

Sincerely, 
(S) R.J. Arnold, 
Rear Adm. R. J. ARNOLD, 


The following is a list of activities that the attached letter was sent to: 


NSD, San Diego, Calif. FSO, Washington. 

NSD, Seattle, Wash. MPSA, Washington. 

NSD, Great Lakes, Il. YDSO, Port Hueneme, Calif. 
NSD, Newport, R. I. ESO, Great Lakes, Il. 

NSC, Pearl Harbor. OSO, Mechanicsburg, Pa. 
NSC, Oakland, Calif. SPCC, Mechanicsburg, Pa. 
NSC, Norfolk, Va. ASO, Philadelphia, Pa. 
NPO, New York. SSO, Philadelphia, Pa. 
NPO, Los Angeles, Calif. GSSO, Philadelphia, Pa. 
NPO, Washington. MMSA, Brooklyn, N. Y. 


ExHrpit 10 
DEPARTMENT OF THE NAVY 
OFFICE OF NAVAL MATERIAL 


Washington 25, D. C. 
M31B/TJM :bjk 
18 SEPTEMBER 1957. 

From: Chief of Naval Material. 
To: Commandant of the Marine Corps. 

Chief, Bureau of Aeronautics. 

Chief, Bureau of Ordnance. 

Chief, Bureau of Ships. 

Chief, Bureau of Supplies and Accounts. 
Subject: Increased use of “Set Asides” in the Navy procurement program. 
Reference: (a) NPD 34-201.5. 

1. During a recent hearing, the Senate Select Committee on Small Business 
requested the Department of the Navy to exert further effort in every way 
possible in order to increase the number of procurements or portions thereof 
exclusively reserved for small business participation. The Assistant Secretary 
of the Navy (Material) assured the Committee that continuing attention would 
be given to increasing the scope of the “Set Aside Program” and that increased 
emphasis would be made whenever possible to make more effective this impor- 
tant means of assisting small business firms. 

2. It is felt that the overall policy pertaining to the reservation of all or 
parts of procurements for small business is clearly set forth in reference (a). 
However, it is believed that greater results can be attained in this area by each 
procuring activity (1) more frequently setting aside procurements of items 
previously set aside only occasionally, (2) utilizing total set aside action in 
types of procurements that in the past have been only partially set aside, (3) 
constantly reviewing lists of items procured in order to expand the number that 
small firms are considered capable of producing thereby increasing the number 
of future procurements susceptible of being reserved for small business, and 
(4) conducting a continuous and aggressive review for the purpose of developing 
additional means, often peculiar to individual activities, to reserve to small 
business the procurement of items that small firms can be reasonably presumed 
capable of producing. 
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3. It is requested that all appropriate means be taken to increase “set asides” 
in procurement and that a report on the problems involved, the means to be 
taken, and the results anticipated, be furnished the Chief of Naval Material at 
the earliest practicable date. 

(S) Vice Adm. E. W. CLexTon. 


ExuHrsitT 11 
DEPARTMENT OF THE NAVY 
OFFICE OF NAVAL MATERIAL 


Washington 25, D. C. 
M31B/TJM :jk 
18 SEPTEMBER 1957. 
From: Chief of Naval Material. 
To: Executive Director, Military Petroleum Supply Agency. 
Via: Chief, Bureau of Supplies and Accounts. 
Subject: Increased use of “Set Asides” in procurements of jet fuel; report 
concerning. 

1. During a recent hearing, the Senate Select Committee on Small Business 
requested the Department of the Navy to exert every possible further effort 
to increase the portions of jet fuel procurements exclusively reserved for small 
business participation. It was the expressed belief of the Committee that 
while quantities totaling eight million barrels of JP-4 were “set aside” for 
small business during fiscal year 1957, small business could have furnished 
between fourteen and sixteen million barrels. Therefore, it was considered that 
the quantities reserved for small business could have been substantially more 
than eight million barrels. 

2. The Assistant Secretary of the Navy (Material) has asked for a quarterly 
report on this matter from the Office of Naval Material during fiscal year 
1958. 

38. Accordingly it is requested that all appropriate means be taken to increase 
“set asides’ in the procurement of petroleum products and that a report on 
the problems involved, the means taken, and the results anticipated be furnished 
the Chief of Naval Material on the 15th of next October, January, April, and 
July. 

(S) Vice Adm. E. W. CLexton. 


ExuHisitT 12 
OcTOBER 24, 1957. 

From: The Assistant Secretary of the Navy (Material). 
To: Chief, Bureau of Aeronautics. 

Chief, Bureau of Ordnance. 

Chief, Bureau of Ships. 

Chief, Bureau of Supplies and Accounts. 
Subject: Defense Small Business Subcontracting Program. 
Reference: (a) NPD 34-107. 
Enclosure: (1) Proposed letter to prime contractors. 


1. The Defense Small Business Subcontracting Program described in refer- 
ence (a) has been operating on a formal basis for a little over a year. It is 
believed to be having some beneficial effect in helping to provide an equitable 
share to small business of government procurements. Recent conditions well 
known to you, principally those involving the reduction of government pro- 
curements, have already been felt among the small businesses of the country 
in the form of reduced subcontracting by our prime contractors. It is apparent 
that in many cases prime contractors are induced to perform themselves work 
which previously they were in the habit of subcontracting. This has brought 
an outery of complaints and requests for assistance from small businesses 
throughout the country addressed to the Department of Defense and to Con- 
gress. The latter is insisting that the military services more closely control 
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the subcontracting of prime contractors and do more to insure an adequate 
share for small business. 

2. There are, of course, important restrictions upon the extent to which we 
can go in this regard. However, the Defense Small Business Subcontracting 
Program is believed to be an entirely valid approach to the problem and one 
that can have a substantial result if the prime contractors are frequently and 
forcefully made aware of our feelings in the matter. 

3. Accordingly, I am proposing that a letter similar in substance and in 
directness to the enclosure be addressed by you to each of the prime contractors 
of the Department of Defense, the cognizance for whom under the subcontract- 
ing program is assigned to your bureau. If this letter is followed up by con- 
tinuous evidences of interest on the part of your technical and procurement 
personnel, I am hopeful that the average prime contractor will think very 
earefully about the small business objective when he approaches his Make-or- 
Buy decision. 

4. I would be happy to hear from you at any time on this subject. 


(S) FE. A. Bantz, 
Assistant Secretary of the Navy (Material). 
(1 Enclosure.) 


PROPOSED LETTER TO PRIME CONTRACTORS 


GENTLEMEN: The purpose of this letter is to solicit increased attention to the 
Defense Small Business Subcontracting Program. A similar letter is being 
sent to all of the major prime contractors of the Department of Defense who are 
assigned to Navy cognizance under the program. 

Since the inauguration of the Defense Small Business Subcontracting Program 
on a formal basis over a year ago, new conditions have arisen which make in- 
creased emphasis on this program a matter of great importance. The reduction 
in procurement by the military services which is now underway is being felt by 
small businesses throughout the country because of an increasing tendency on the 
part of our prime contractors to do work themselves which formerly has been 
subcontracted. Complaints and requests for help from the field have been heard 
in increasing number both in the Department of Defense and throughout Con- 
gress. The Congress is insisting that we make every effort to insure that small 
business continue to receive its fair share of government contracts. At the 
Same time the Department of Defense itself feels anxiety over possible reduc- 
tions in the breadth and variety of its production base. 

Participation in the Defense Small Business Subcontracting Program has been 
entirely voluntary on the part of our prime contractors. This is as it should be. 
However, the Department of Defense must object to any absorption by any 
prime contractor of subcontract work which results in increased costs to the 
government. Beyond this, we earnestly invite your attention to the broad eco- 
nomic goals of the government’s Small Business Program, the success of which 
ultimately affects the welfare of us all. 

Your past support of the Defense Small Business Subcontracting Program is 
much appreciated. It has been important. Your continued support of all of its 
aspects is urgently requested. It is also asked that among the many considera- 
tions which you must entertain in the course of a Make-or-Buy decision you in- 
clude the objectives of the Small Business Program. 

Please be assured I am always mindful of the many individual factors which 
you must constantly keep in mind in the management of your company. I 
would be happy to hear from you at any time as to how you feel the Navy should 
proceed in endeavoring to insure an equitable place in our economy for small 
business. 

Sincerely yours, 
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Exuisit 13 
DEPARTMENT OF THE NAVY 
OFFICE OF NAVAL MATERIAL 


Washington 25, D. C. 
M31/FAA: me 


25 Marcu 1958, 
ONM Notice 4285. 


From: Chief of Naval Material. 

To: Distribution List. 

Subject: Small Business Subcontracting Program. 

Reference: (a) NPD 34-107 (Small Business Subcontracting Policy and Pro- 
gram). 

1. Purpose——The purpose of this Notice is to obtain additional information on 
the success of the Small Business Defense Subcontracting Program. 

2. Background.—In accordance with reference (a), the third semiannual re- 
port of small business subcontracting is now due from most of the prime con- 
tractors participating in subject program. Taken with the preceding two reports 
it provides, for the first time, a reasonable basis for evaluating the overall 
effectiveness of the program. To date attention has been directed almost exclu- 
sively to the efforts of the prime contractors to subcontract to small businesses. 
Of considerable significance also is the small business share below the first tier 
of subcontractors. It may now be opportune to gain an evaluation of small busi- 
ness participation below the first tier. 

3. Action.—On the occasion of the current annual evaluation required by NPD 
34-107.6 and in addition to the usual points then covered, addressees are requested 
to arrange that a few representative prime contractors be asked : 

a. To explain increases or decreases in small business share of subcontracting 
which the semiannual reports may reveal. 

b. To provide information as to how they arrive at their make-or-buy decisions 
where small business subcontracting opportunities are present. 

e. To provide any information they have or can readily obtain as to small 
business share at the second and third tiers of subcontractors flowing from the 
primes’ subcontracting to both large and small business. 

Prime contractors concerned should be reassured that the Navy will continue 
to adhere to its undertaking made at the outset of the program not to reveal the 
figures of individual companies. It should be explained that the purpose is to 
determine the overall effectiveness of the program and to gain more information 
on the problems involved. It is further requested that information copies of 
action correspondence and replies be provided to this Office, attention Code M31. 

4. Cancellation.—This Notice will be considered canceled when required action 
has been completed, and for record purposes on 31 December 1958. 


E. M. FaGAn, 
Assistant Chief of Naval Material (Procurement). 
Distribution: SNDL: A5 (Except BUMED, BUPERS, BUDOCKS), 5 copies 
each. 

Copy to: 

BUAER—Small Business Specialist. 

BUORD—Small Business Specialist. 

BUSHIPS—Small Business Specialist. 

BUSANDA—Small Business Specialist. 
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EXHIBIT 14 
DEPARTMENT OF THE NAVY 
OFFICE OF NAVAL MATERIAL 


Washington 25, D. C. 
ONM Instruction 3920.1. M31/FAA: ag 
7 APRIL 1958. 
From: Chief of Naval Material. 
To: Distribution List. 
Subject : Industry Briefings on Research and Development Programs. 


1. Purpose——The purpose of this Instruction is to direct increased emphasis 
on acquainting small businesses with planned programs of the Navy for research 
and development and to establish certain additional means to this end. 

2. Background.—Paragraph 1-318.2 of Naval Procurement Directives states: 
“Personnel of the Department of the Navy are responsible for actively seeking 
out and developing information concerning firms which have competence for 
research and development, particularly small business firms, and for utilizing 
such firms to the maximum practicable extent in Navy research and development 
work.” Full and effective implementation of this responsibility is important 
to the Navy, not only to insure that the Navy’s responsibilities under the Small 
Business Program of the Government are successfully accomplished, but also 
to insure maintenance and continual refreshment of our industrial base. While 
the existing means of technical procurement offices to carry out this responsi- 
bility are sound in concept they have not always been adequate in their effect. 
The small business share of Navy research and development contracts is de- 
creasing and, more importantly, the small business share of that portion of 
Navy research and development contracts, which is considered to be within the 
small business potential, is also decreasing. Added effort is now needed. Of 
special importance is the understanding by procurement and technical per- 
sonnel that most small businesses, not having facilities of their own for exten- 
sive independent research and development, have particular need to be kept in- 
formed on the direction of future Navy material interests in order that they 
may maintain themselves as capable suppliers within our industrial base. It 
is to the advantage of the Navy, consistent with military security and sound 
procurement, to provide small business with such information. 

3. Action—The following action will be taken by addressees : 

a. Procurement, technical, and small business personnel concerned will main- 
tain complete familiarity with the provisions of NPD 1-318. 

b. Added attention will be given to those provisions of NPD 1-318 which 
require an active seeking out of new firms within the small business community. 
In this connection, attention is invited to paragraph 1-318.3d (1) wherein it is 
stated that “the search for sources may include advance publicity of the Navy’s 
interest in specific fields of research and development.” 

e. At least annually one or more classified briefings will be conducted in 
Washington at which the small business community will be abundantly repre- 
sented and at which the general research and development plans of addressees 
will be discussed in as much detail as is practicable. These briefings may be 
conducted separately by each addressee or together by one or more, and either 
the entire field of research and development may be covered at one briefing or 
it may be presented at different times according to subject or other practical 
division. Planning for these briefings will be accomplished by representatives 
of addressees under the chairmanship of a representative of the Office of Naval 
Material. As soon as practicable, addressees will notify this Office (Code M31) 
of representatives designated. 

d. Instruct all field representatives that upon request they will instruct small 
businesses as to the procedures required to bring their research and development 
capabilities to the attention of appropriate Navy bureaus. By information 
copy, all Inspectors of Naval Material are likewise so instructed. 

BE. W. CiLextTon. 


Distribution: SNDL: A5 (BUAER, BUORD, BUSHIPS only), 5 copies ea; 
A2A (ONR only), 5 copies. 
Copy to: SNDL: Bl and Ez. 
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ExHrsir 15 
DEPARTMENT OF THE NAVY 
OFFICE OF NAVAL MATERIAL 


Washington 25, D. C. 

M304/J WL: bas 

ONM Instruction 4300.4. 
20 May 1958. 
From: Chief of Naval Material. 
To: Distribution List. 
Subject: Special Procurement Report to the Senate Small Business Committee. 
Enclosed: (1) ASTSECDEF (S&L) itr of 11 March 1958 to the Chairman, 
Senate Select Committee on Small Business. 


1. Purpose.—This Instruction advises contracting activities of a new report 
to be made monthly to the Senate Select Committee on Small Business covering 
procurements negotiated because of inadequate plans and specifications and 
advertised procurements where small business did not submit a bid. 

2. General.—The Senate Select Committee on Small Business has long been 
interested in the problems of obtaining adequate proceurement specifications for 
more military products to reduce the number of procurements made without 
competition and to increase the opportunity for small business firms to partici- 
pate in military procurement programs. By enclosure (1), the Assistant Secre- 
tary of Defense (Supply and Logistics), in response to a request of the Senate 
Select Committee on Small Business, has agreed to report procurements over 
$10,000 negotiated under the authority of ASPR 3—210.2 (i), (xiii), and (xv). 
In addition, the report will include advertised procurements over $10,000 on 
which small business did not submit a bid. For the Navy, this report will be 
compiled centrally by the Office of Naval Material from data submitted on the 
Individual Procurement Action Reports (DD Form 350). The initial report to 
the Committee will cover the month of January 1958. 

38. Preparation of DD Forms 350.— 

a. In support of the Navy’s efforts to submit meaningful, complete reports to 
the Small Business Committee, contracting activities are requested to insure 
that DD Forms 350 submitted for procurement negotiated under 10 U. S. C. 2304 
(a) (10), and those submitted for advertised procurements where there were 
no small business bids, are complete and accurate. The authority of ASPR 
3-210 shall not be used when negotiation is authorized by any other authority 
set forth in ASPR 3-201 through 3-218, except that this authority shall be used 
in preference to ASPR 3-212. 

b. When ASPR 3-210 is appropriate, careful consideration shall be given to 
citing (in item 16 (1) of DD Form 350) the most appropriate illustrative applica- 
tion thereunder. Where equally applicable, the illustrative applications (ii) 
through (xii) or (xiv) should be cited rather than the (i), (xiii), or (xv) appli- 
eations. The citation of application (i) should be limited to those cases where 
the required item is truly sole source (i. e., not available from two or more 
sources, distributors, etc.). Where a “sole source” situation is brought about 
by patent rights, copyrights, secret processes, control of raw material, or similar 
circumstances, application (ii) should be cited rather than application (i). 
Where a “sole source” situation is brought about because it is impossible to 
draft adequate specifications or other adequately detailed description of the 
required supplies or services, to meet the requirements of the current procure- 
ment, application (xiii) should be cited rather than (i). Attention is invited 
to application (xv), (recently added to ASPR 3—210.2) which will distinguish 
negotiated procurements under 10 U. 8. C. 2304 (a) (10) for replacement parts 
which must be procured from the manufacturer of the basic equipment or the 
original source of the component or part to be replaced because of inadequate 
data to assure functional interchangeability. Many procurements of such parts 
or components have heretofore been reported statistically under application (i), 
which should no longer be used if application (xv) is equally appropriate. 

4. Other Action Required—In addition to the foregoing, contracting ac- 
tivities shall take the following action, as appropriate: 

a. Analyze procurement requests to distinguish the most appropriate illus- 
trative application of ASPR 3-210.2 prior to soliciting proposals under the au- 
thority of ASPR 3-210. 
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b. Reemphasize present procedures (see NPD Section 1 Part 7) for review 
by the Small Business Specialist of all procurements to assure an adequate 
solicitation of known small business sources and, where one or only few sources 
are known, to initiate action to locate additional small business sources of sup- 
ply. In accordance with NPD 1-703b.4p and q. Small Business Specialists will 
review all procurements where lack of detailed specifications and drawings pre- 
clude small business competition and attempt to obtain the required data 
promptly wherever possible. 

e. Contracting and technical personnel shall constantly endeavor to develop 
adequate procurement specifications where the need therefor is indicated and 
shall cooperate fully with Small Business Specialists toward this end. Where, 
pursuant to NPD 1-304a.2, the development of a military or federal specifica- 
tion is required prompt action shall be initiated by the cognizant technical ac- 
tivity, to accomplish this objective. Attention is invited particularly to NPD 
1-304a.3 which states that the use of brand names on “or equal” or “similiar 
and equal” basis in lieu of a complete purchase description is authorized as an 
expedient only. Repeated use of such procedure for the purchase of any item 
indicates the need for a specification. 

d. Efforts to obtain more adequate proceurement specifications or additional 
small business sources of supply for any item shall be appropriately docu- 
mented by the contracting activity. Where the cognizant technical activity is 
not the same as the contracting activity, the latter shall keep itself advised of 
progress as a result of its requests for additional proceurement specifications. 
Summary records shall also be maintained as to the number and identity of 
items for which new or improved specifications were obtained as a result of 
action initiated pursuant to paragraph (c) above. 

E. M. FaGan, 
Assistant Chief of Naval Material (Procurement). 
DISTRIBUTION: 
SNDL: A2A (ONR only), 10 copies. 
A5 (except BUSANDA), 5 copies each. 
A5 (BUSANDA), 10 copies. 
A6 10 copies. 
414A 5 copies. 
BUSANDA Special list —(144), 2 copies. 
Copy to: 
SNDL: A2A (OGC only), 144 copies. 
A2A (OLL only), 5 copies. 


[Enclosure (1)] 
MakcHu 11, 1958. 
Hon. JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate. 

DrAarR SENATOR SPARKMAN: Your request for information concerning the ef- 
fect on procurement of inadequate plans and specifications has been the basis 
for a thorough study of the subject by this office and by the military depart- 
ments. We fully share your interest in taking all necessary steps within our 
power to see that small business is afforded the maximum opportunity to par- 
ticipate in defense work. With this object in mind, we are going to furnish 
to you certain categories of factual data responding generally to the questions 
your letter raises, and going beyond the limits of your request with respect to 
segregation of purchases of parts, and with respect to inclusion of all procure- 
ments on which small business did not bid. We are commencing, at once to 
set up the procedures for furnishing the information, and will have the first 
run of information in your hands as promptly as possible. Details are as 
follows: 

(1) We expect to commence furnishing information as of January 1, 
1958 ; 
(2) We expect to cover all procurements over $10,000. 
(3) We shall furnish a listing of information covering procurements, 
which fall into the following categories: 

(a) Lists of all procurement actions negotiated under authority of ASPR 
3-210.2 (I), because the supplies or services can be obtained only from one 
source. Lack of adequate specifications is not the only reason why it is neces- 
sary to procure from a single source. 
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(b) Lists of all procurement actions negotiated under authority of ASPR 
3-210.2 (XIII), for the reason that it was impossible to draft, for a solici- 
tation of bids, adequate specifications or descriptions of the required supplies 
or services. 

(ec) Lists of all procurement actions negotiated under authority of ASPR 
3-210.2 (XV), because the procurement is for replacement parts for equipment 
specially designed by the manufacturer, where data available are not adequate 
to assure that the part will perform the same function as the part it is to 
replace. 

In each of the foregoing lists we will report for each action a brief descrip- 
tion of the product or service and the procurement program in which it is 
classified ; the amount of the award; whether the award was made to large or 
small business; whether small business was invited to submit bids or proposals 
on awards ultimately made to large business, and if not, why not; and whether 
small business did or did not submit a bid or proposal on the procurement. 

(d) With respect to advertised procurement actions, we will provide listings 
of all advertised procurement actions on which small business (id not submit 
a bid, including a description of the product and program, the amount of the 
award, information as to whether small business was invited to submit on 
the procurement, and if not, why not. 

We hope that electric accounting machine listings will be acceptable. The 
use of these listings will permit us to furnish the requested information with 
maximum speed and with minimum burden upon personnel. 

We would like you to know that we have worked very closely with Mr. Wil- 
liam Amis of the staff of the Senate Select Committee on Small Business. We 
appreciate the constructive attitude Mr. Amis has taken and his understanding 
of the practical difficulties which are involved in any large scale compilation 
of procurement information. As soon as possible after the first run of infor- 
mation has been prepared we expect to confer further with Mr. Amis and to 
review the adequacy of the information with respect to the subjects which are 
of interest and concern to you. 

Sincerely yours, 
(Signed) O. P. MILNE, 
Acting Assistant Secretary of Defense 
(Supply and Logistics). 





ExHrsitT 16 
DEPARTMENT OF THE NAVY 
OFFICE OF THE SECRETARY 


Washington 25, D. C. 
M31/FAA: me 
19 May 1958. 
INTER-NAvY MEMORANDUM 


From: Secretary of the Navy. 
To: Chief, Bureau of Aeronautics. 
Chief, Bureau of Ordnance. 
Chief, Bureau of Ships. 
Chief of Naval Research. 
Subject: Senate Small Business Committee Hearing on Missiles. 
Enclosure: (1) Principal points relative to the Small Business Program of the 
Navy covered in hearing. 


1. From 29 April to 1 May, the Select Small Business Committee of the Senate 
conducted hearings on the role of Small Business in the missile procurement of 
the military departments. Navy witnesses appearing on 1 May included the 
Chief of the Bureau of Aeronautics, the Chief of the Bureau of Ordnance, and 
the Chief of Special Project Division of the Bureau of Ordnance. In addition, 
the Chief of the Bureau of Ships was present to answer questions that might be 
asked regarding ship procurement as affected by missiles and a representative 
was present from the Office of Naval Research in case testimony from that Office 
was required. The fine support given to the Navy presentation by these persons 
and by all supporting personnel is greatly appreciated. 
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2. Enclosure (1) lists the principal points affecting the Navy Small Business 
Program which were covered during the three days of the hearing. It is sug- 
gested that time be taken to peruse the list as an aid in future presentations 
on small business before Congress. In addition, it is requested that all practi- 
cable steps consistent with sound procurement be taken to realize the objectives 
represented by points 1-11 of enclosure (1). Points 12, 18, and 14, which were 
stressed by the Senate Committee, present difficulties although they represent 
desirable goals from the point of view of small business. It is requested that 
you give thought to these three points and afford me the benefit of any sugges- 
tions you may have. 

3. The procurement of missiles by the Navy will undoubtedly be a matter of 
growing interest to the Small Business Committee of the House and Senate. 
All present procedires employed in general procurement to promote the Small 
Business objective should be utilized to the fullest extent where appropriate in 
connection with procurement of missiles. Additional measures should be adopted 
where believed to be effective without undue interference with sound procure- 
ment, and this Office kept informed. 

(S) F. A. Banvtz, 
Assistant Secretary of the Navy (Material). 


{Enclosure (1)] 


PRINCIPAL PoINts RELATIVE TO THE SMALL BUSINESS PROGRAM OF THE NAVY 
COVERED IN THE HEARING ON MISSILES BEFORE THE SENATE SMALL BUSINESS 
COMMITTEE 29 APRIL TO 1 May 


1. Need for a special policy statement regarding support of the Small Business 
Program in missile procurement. 

2. Necessity of clear understanding on the part of supervisory personnel of 
the main features of the Small Business Program. 

8. Specific action in support of the subcontracting program by chiefs of pro- 
curing offices. 

4. Strict construction of “need to know” provisions so that maximum infor- 
mation may be given to industry on procurement opportunities. 

5. Use of the Small Business Administration directory of research and devel- 
opment companies among small business (now under preparation). 

6. Wherever practicable, “breakdown” of individual missile procurement so 
as to permit purchase of components, parts, and materials from small business. 

7. Flexibility as to concept of potential of small business in missile procure- 
ment so that there may be ready identification and utilization of small business 
potential. 

8. Alertness to possible increase in opportunities for small business as “quan- 
tity” procurement is entered into. 

9. Need for improved scope and accuracy of statistical records of missile 
procurement. 

10. Careful scrutiny of all plans to furnish Government equipment or facilities 
so as not to reduce small business opportunities in subcontracting. 

11. Facilitating security clearance procedures. 

12. Desirability of publicizing, where practicable, procurement plans at the 
commencement of the negotiation process so that prospective primes will be 
afforded the broadest possible industrial support and so that prospective sub- 
contractors can make timely proposals. 

13. Desirability of increased Government control of subcontracting so as to 
enlarge the share of small business. 

14. Consideration during negotiation of extent of planned subcontracting 
to small business. 


Senator SmatuHers. The next witness is Mr. Dudley C. Sharp. 

Mr. Suarp. Mr. Chairman, with your permission, I would like to 
read a very short statement. 

Senator Smaruers. Yes, sir. 
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STATEMENT OF HON. DUDLEY C. SHARP, ASSISTANT SECRETARY 
OF THE AIR FORCE (MATERIEL); ACCOMPANIED BY KENNARD 
WEDDELL, AIR FORCE SMALL-BUSINESS ADVISER, AFMPP, HQ, 
USAF; COL. JAMES J. TREACY, CHIEF, PROCUREMENT POLICY 
DIVISION, HQ, USAF; COL. ISAAC F. LARKEY, CHIEF, PRODUC- 
TION DIVISION, HQ, USAF; MAURICE L. JOHNSON, EXECUTIVE 
FOR SMALL BUSINESS, HQ, AIR MATERIEL COMMAND; JOHN C. 
EIDEN, EXECUTIVE FOR SMALL BUSINESS, AIR RESEARCH DE- 
VELOPMENT COMMAND; AND EMERY R. BOGGS, CHIEF, PRO- 
CUREMENT OFFICE, AERONAUTICAL EQUIPMENT DIVISION, HQ, 
AIR MATERIEL COMMAND 


Mr. Srrare. My name is Dudley C. Sharp. A year ago, on July 28, 
1957, Gen. E. W. Rawlings, commander, Headquar ters, Air Materiel 
Command, and Gen. J. W. Sessums, Jr., vice commander, Air Re- 
search and Development Command, presented in detail to your com- 
mittee the organized activities of their commands in the small-business 
field? 

Today I would like to bring to your attention such events as have 
occurred since that hearing, and to comment on the conclusions and 
recommendations applying to the Air Force which appeared in your 
Report No. 1170 issued on December 30, 1957.? 

I am sure there is no need to remind you of the considerable change 
that has taken place in our programing and the increased emphasis on 
missiles and other weapons of the utmost complexity and exceedingly 
high cost. 

I would point out in this connection the effect this has on the abil- 
ity to utilize the small enterprises as prime contractors for weapons 
such as the Air Force buys. As a specific example of the effect on our 
small-business statistics of increased buying of weapons which only 
very large concerns can handle as prime contractors, I would cite the 
following: We contracted for aircraft and missiles in the first 11 
months of fiscal 1958, $1,779,000 more than in the entire 12 months 
of fiscal 1957. Had this increase in these two major programs not 
taken place the percentage of awards to small business would not 
have declined from 8.2 percent in fiscal 1957 to 6.4 percent in the first 
11 months of fiscal 1958. 

The emphasis is on these enormously complex weapons and con- 
stant technological changes so they will not be obsolete by the time 
they come off the production line. 

The technologies required to produce the most modern operational 
weapon are today so varied that even the largest industrial organiza- 
tions are finding it necessary to team up for the prime management 
responsibility for dev elopment and production of the complete system. 
This has the advantage of bringing together the management brains 
of several companies, each in a different field, as coequals. 

There may well be some instances in which a highly specialized small 
business concern will establish its competence to serve as a member 


1 Small Business Participation in Government Procurement, 1957, hearings before Sub- 
committee on Government Procurement of the Senate Select Committee on Small Business, 
June 25, 26, 28 and July 11, 12, and 30, 1957. (Supply of this document exhausted.) 

2 Government Procurement Policies : Small-Business Participation in Government Procure- 
ment, 1957, S. Rept. No. 1170, December 30, 1957. 
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of the kind of team I have just described. Most certainly such con- 
cerns will be given full opportunity to establish their competence, 
for we must have the best Sesion, the greatest competence manage- 
mentwise, developmentwise, and productionwise, whether it be found 
in large, medium, or small business. 

In other areas of our procurement, this same team concept, carefully 
developed by small enterprises which are not in the same field of 
ag et or production activity, should increase the participa- 
tion of small business in our prime contracts. We are constantly 
analyzing and watching the progress of each weapon system, to in- 
sure, first that only those components necessary to the operational ca- 
pability of the system are included therein. 

Second, we watch the progress of the development of all items and 
services that are included in the system, so that when we find one that 
is far enough advanced that specifications can be drawn up, and it 
would be practicable for the Air Force to take over procurement of 
the item and supply it to the system manager as Government-fur- 
nished equipment, we can generally secure greater competition and 
make the Air Force dollar go further. 

There will be many such items, and there are already many items 
outside the purview of weapon systems, which are susceptible of ac- 
complishment on prime contracts by a team of small developmental 
or industrial enterprises, even though they might be beyond the capa- 
bilities of one. 

This will increase the small-business prime contract potential in 
our programs, and, accordingly, should result in an increase in the 
number of prime contracts awarded to small concerns. 

I can assure you, Mr. Chairman, that our procurement people will 
give full consideration to the capabilities and to the bid proposals 
offered by a team made up of small concerns, or of a combination of 
small and large concerns, 

It is our hope that through this method we can help reverse the 
downward trend in the percentage of prime contract dollars being 
awarded to small business. 

Here I would like to state an example of the Air Force consideration 
of production teams. We all know this is a rather new concept; the 
Air Materiel Command is already getting some experience in the way 
it will work. 

Some time ago the Air Materiel Command placed a prime contract 
with a team, all of whose members are relatively small concerns in 
the field and three of them are definitely in the category of small 
business, 

I have another recent example of our activity in this field. On the 
25th of June 1958, a contract was awarded for a maintenance dock 
for the B-52 bomber in a total amount of slightly over $2 million. 
This procurement was handled by formal advertising and the award 
went to a team consisting of three small-business concerns who bid 
as a joint venture. The contract in this case was not placed with one 
individual company, with the others acting as associate contractors. 
It was made to the joint venture itself. 

We are currently evaluating the proposals from a number of teams 
composed partly of large and partly of small-business concerns. Two 
separate procurements are involved. 
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While still on the subject of prime contracts, I would point out to the 
committee that the special set- aside innovations, which General 
Rawlings told you at last year’s hearings were being worked out, are 
now in force and their results should become apparent by the latter 
part of 1958. 

In effect these should result in automatic set-asides, either partial or 
total, at Air Force bases as well as central procurement offices, of all 
procurements where there is known to be sufficient competition avail- 
able from competent small-business concerns to insure fair and 
reasonable prices to the Government. 

Details of these provisions are in the supplementary report we have 
filed with your staff. It is hoped that these measures also will help 
reverse the downward trend in our prime contract percentages to 
small business. 

In a supplementary report, which I now wish to submit for the 
record * and which has previously been turned in to your staff, we 
show the prime-contract figures for the 11 months of fiscal year 1958 
in comparison to those of ‘recertt fiscal years. 

The statistics for 11 months of fiscal year 1958 show a further 
downward trend in the percentages awarded small business, and we 
are far from being complacent about it. But we must not let this 
overshadow the fact that in each year there has been an increase in 
the dollars awarded small-business firms, for it is with dollars that 
payrolls are met. When the figures are in for the full 12 months of 
fiscal year 1958 we hope to find another increase in this dollar value. 

I am not entirely satisfied that this percentage decline is inevitable, 
and I have already mentioned some of the measures we are taking to 
see if we can reverse this trend. Our buyers, with the help of our 
small-business specialists, are taking extreme pains to insure the 
solicitation of small-business concerns on every possible procurement. 
They have gone so far in this that, frequently, procurement oppor- 
tunities have been offered small business which turned out to be quite 
beyond their capabilities. Either no bids whatever were received 
from small business, or the few received were extremely high. This 
has the statistical effect of reducing the percentage of small-business 
awards in the total quantity offered them, but we are still urging our 
buyers to go all out in this matter. 

We are making a painstaking analysis of our small-business procure- 
ment by claimant program, an exercise we started early in 1957, and a 
companion analysis of procurement by major commands. The pur- 
pose is to definitely pinpoint the programs and the purchasing loca- 
tions showing the lowest results from a small-business standpoint, 
and then to ascertain whether or not there is a valid reason for the 
showing. This will provide us with a valuable management tool. 

In the field of subcontracting, it is regrettable that my statement 
that “insofar as the Air Force is concerned, the chief market for small 
business is in their capacity of acting as subcontractors and suppliers,” 
was misunderstood. The report interpreted this as a statement of 
Air Force policy. What was intended was to state the situation as 
we are experiencing it. 

We, of course, are not lessening our efforts to obtain participation 
of small-business concerns as prime contractors. Nevertheless, sub- 





3 See p. 99. 
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contracting is the route through which they obtain their largest share 
of Air Force dollars. I want to emphasize, too, the pressure we are 
applying on our large contractors to get them to more effectively 
utilize small concerns as subcontractors. 

It is constantly being discussed with them at individual meetings and 
at group meetings by myself, General Irvine and members of his 
staff, and by General Rawlings and those on his staff. 

My small-business adviser calls on many of the larger contractors 
in the course of each year, and the district small-business specialist 
keeps in frequent touch with those near his base of operations. In 
addition, we have added to the responsibility of the Air Force admin- 
istrative contracting officer that of maintaining a close watch over 
the manner in which the prime contractor meets his responsibility 
to the Air Force in dealing with small business. Being in constant 
touch with the situation as he is, he has the authority to approve or to 
disapprove a contractor’s purchasing system, and, by directive, we 
officially made the defense small-business subcontracting program a 
part of that purchasing system over Which he maintains surveillance. 

The Air Staff is currently engaged with the Air Materiel Command 
in a study of possible ways and means to still further increase both 
the prime contractors’ and the Air Force’s subcontracting-program 
effectiveness and efficiency. 

We take pardonable pride in the way in which our large prime 
contractors are living up to their responsibilities in this area. They 
are enrolled in the defense subcontracting small-business program, 
and many are making outstanding performances. 

There has been no falling off in the number of large contractors 
reporting semiannually to the Air Force. Nor has there been any 
decrease in the percent of defense dollars received which they paid 
out to small-business concerns as subcontractors and suppliers. In 
fact, the percentage increased from 20.7 percent in the first 6 months 
of 1957 to 22.7 percent in the second 6-month period. Dollars paid 
out to small business increased from $917 million in the first 6 months 
to $947 million in the second 6 months, and this in the face of the 
cutbacks and cancellations that took place in both halves of calendar 
1957. The detail is shown in our supplementary report. 

Your committee has raised the question of whether the figures sub- 
mitted by reporting contractors provide a sufficient base to justify any 
conclusions. 

Insofar as the Air Force is concerned, our contractors reporting 
to the Department of Defense for calendar year 1957 through any of 
the military departments represented close to 80 percent of the unin- 
voiced dollar balances held by all Air Force prime contractors in that 
period. I suggest that this is a substantial coverage. We are, never- 
theless, asking our field offices to make a further search to determine 
if there are any Air Force contractors who should be in the program 
but are not, regardless of the dollar value of their contracts. 

I have noted the criticism leveled at the Air Force for permitting 
what are called the repeated and extended foreign-duty assignment 
undertaken by the Air Force small-business adviser. 

In my opinion, the unsolicited selection of my adviser, Mr. Weddell, 
to advise the Governments of India and Burma on the development 
of small-industry programs in those countries is recognition of the 
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results achieved by the Air Force and the success of our program. I 
am convinced that our small-business program, as well as the Depart- 
ment of Defense, will profit not only by United States participation in 
foreign progr ams, but by the broadening experience Mr. Weddell has 
received. 

During each of those 6-month leaves of absence granted Mr. Weddell, 
a well-qualified, full-time executive for small business from one of our 
major commands was assigned to his place. 

The Air Force has always made it a practice to distribute copies of 
reports made by your committee to all of its small-business specialists, 
and they have properly briefed their commanding officers on your 
findings and recommendations. They have not failed, of course, to 
note the commendations of Air Force small-business activities that 
have frequently appeared in these reports. At the conclusion of your 
hearings in 1957, when we received the very excellent suggestion from 
your chairman that possible distribution of that report be made, we 
gladly complied and placed approximately 500 reports in the hands 
of our contracting officers and buyers. 

They were personally delivered by our small-business specialists, 
along with an appropriate talk on the importance of their being care- 
fully read. 

The Air Force small-business program has always placed great 
stress on the importance of original and repeated indoctrination of all 
individuals connected with procurement activities where small busi- 
ness could in any way be affected. 

All new contracting officers and buyers receive a 2 weeks’ intensive 
schooling on procurement policy and procedures and the small-business 
program is very much on the agenda. At the commanders’ confer- 
ences held by General Rawlings and attended by the commanders of all 
air materiel areas in the United States, he has personally pointed out 
the importance of the small-business policy and program. In turn, 
the area commanders have seen to it that the subject is discussed at 
meetings of their own contracting personnel. 

F requent meetings of Air Force small-business specialists are held 
throughout the year on an area basis, and five national meetings have 
been held. 

Air Research and Development Command carries out similar indoc- 
trination programs and in addition the small-business specialists of 
that command are conducting meetings with laboratory technical per- 
sonnel in order to fully acquaint them with the program-procedure 
of Air Research and Development Command’s formalized small-busi- 
ness program. 

They are also posting and maintaining current lists of small-business 
sources in each of the laboratories where procurements are initiated by 
the technical personnel. 

Air Research and Development Command is doing, I believe, an 
outstanding job in the dissemination of technical information both 
through its technical program planning documents and the holding 
of symposiums of smal] and large business concerns well scattered about 
the country. 

Some 36 sy mposiums have already been held and more are scheduled. 
Over 800 companies were represented at a recent one in Dallas, Tex., 
and while we are meeting here today, Air Research and Development 








96 SMALL BUSINESS PROCUREMENT PROGRAMS 


Command is conducting its fifth annual science symposium right here 
in Washington with a maximum of 400 people attending. 

That command in addition to its other publications of interest to 
small business, issued just a week ago a brochure entitled “ARDC 
Welcomes Small-Business Scientific Research Ideas.” It is now being 
distributed, is highly informative and a copy is included in our supple- 
mentary report. . 

The committee has expressed interest in the subject of amendments 
to previously awarded contracts. The Assistant Secretary of Defense 
has already given you what I consider a clear explanation of this type 
of action, and if you desire further information as to our policy and 
practices in this respect, we shall be glad to discuss it with you at the 
conclusion of my prepared statement. 

At previous hearings of your committee, the Air Force has ac- 
quainted you with probably the most valuable management tool and 
reporting form in our small-business program. It was inaugurated 
in 1951 and, from experience in its use, has been improved through 
the years. In recent years it has been known as AMC Form 46 and 
has been well received by your committee. In its most recent im- 
proved form, effective on July 1, 1958, it furnishes on one sheet the 
complete history of each pr ocurement handled by our small-business 
specialists, not only the agreements reached with the buyer as to 
how the procurement will be handled, but all pertinent data as to 
the ultimate outcome. I submit a copy for the record of what is now 
AFPI Form 46.° 

Under the heading of unfinished business are the subjects of sole 
source procurement and the lack of specifications and drawings. Those 
allied subjects were covered in detail at last year’s hearings by 
General Rawlings and General Sessums. The problems will be always 
with us because of their very nature, inherent to the procurement of 
modern weapons, and not to any lack of diligence on our part. Every 
effort is being and will continue to be made to » keep them toa minimum. 

The long- awaited publication, How To Sell to Agencies Within the 
Department of Defense, has now come off the press, and with its 
appearance we are now in a position to start the joint program with 
the American Bankers Association which we announced at last year’s 
hearings. One hundred copies were sent July 7, 1958, to the associa- 
tion for its review, and we expect to pursue this project vigorously for 
the benefit of our small-business procurement. 

Mr. Chairman, I have with me today my small-business adviser, Mr. 
Kennard Weddell; Col. J. J. Treacy, Chief of Procurement Policy 
for the Air Staff; Colonel Larkey, Chief of the Production Division; 
Mr. Maurice Johnson, executive for small business at Headquarters, 
Air Materiel Command; and Mr. John Ejiden, executive for small 
business at Headquarters, Air Research and Development Command: 
and Mr. Emery Boggs, Chief, Procurement Office Aeronautical Equip- 
ment Division of Air Materiel Command. We are at your disposal 
and will to the best of our ability try to answer the committee’s 
questions. 

Senator Smaruers. All right, Mr. Secretary, thank yon, sir. 

Mr. McInarnay, do you have any questions ? 


4 See p. 107. 
5 See p. 109. 
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Mr. McInarnay. Yes, I have, Mr. Chairman. 

Mr. Secretary, did you hear the discussion concerning the small- 
eee adviser that we had with Secretary Higgins and Secretary 

antz ¢ 

Mr. Suarp. I did not hear the one with Secretary Higgins. I was 
not here then. You are referring to the advisers in the Department 
of Defense, is that correct ? 

Mr. McInarnay. Yes, my question is, What is your opinion of the 
effectiveness, the increased effectiveness of making your small-business 
adviser a part of your immediate staff such as has been done in the 
Office of Secretary McGuire. 

Mr. Suarp. I certainly consider my small-business adviser to be a 
member of my immediate staff. He can report directly to me. 

Mr. McInarnay. He has direct access to you? 

Mr. Smarr. Yes, we constantly confer on these matters. He is a 
member of my personal staff. 

Mr. McInarnay. In his present position he is able to wage battle, 
so to speak, with the procurement people? 

Mr. Suarp. Oh yes, sir. 

Mr. Weppvet.. If I could add one thing further to that, in the 
Department of Defense they do not have the operational responsi- 
bility. In the Air Force it has always been felt that the small-business 
adviser to the Air Force should be closely connected with the head- 
quarters air staff, which is the beginning of operations, but also tied 
in very closely, as Mr. Sharp has said, to serve as an adviser to him. 
I have complete authority in my operations over there to take any 
matter directly to the Secretary without going through channels in 
such instances as I feel are appropriate. 

Mr. Stunts. Your channel, however, Mr. Weddell, is through the 
Chief of Procurement. It is through a military officer rather than 
directly to the Secretary. 

Mr. Weppe.y. Normally, but I can at any time go direct to the 
Secretary without going through the Chief of Procurement or through 
the Deputy Chief of Staff (Materiel) and that, in my opinion, based 
on some 7 years, has been a very happy working arrangement. 

Mr. SHarp. I found no complaint at all about this arrangement, 
Mr. Chairman. I think the one we have is very satisfactory. I feel 
that Mr. Weddell certainly himself feels that he has direct access to 
my office without operating through channels. I do not feel it is any 
handicap at all. 

Mr. Srutts. I think those of us who work in the congressional 
branch do not use organizational charts very much but we know how 
important they are in a monolithic body as tremendous as the mili- 
tary department, and when you see a little box and that box has got 
Ken Weddell’s name on it, and that box comes underneath 3 or 4 men 
who are underneath you, sir, this indicates something quite different 
from a box which says that he is sitting next door to you and he comes 
through nobody to you. We are concerned lest the folks with whom 
Mr. Weddell must deal, trying to teach them the gospel, they may 
think that they are just dealing with a staff aide to a general rather 
than the staff aide to the Secretary himself. 

Mr. Sarr. It seems to work, but maybe we ought to change the 
box. I do not think it makes a whole lot of difference. We will give 
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that serious consideration. I do not think it will change the effect, 
but it may make the picture look a little better. 

Mr. McInarnay. Mr. Secretary, in your first full paragraph on 
page 2 there is language to the effect that “There may be some in- 
stances” where small businesses might be members of a production 
pool or a team. This seems to indicate that you have some doubt 
smal] business does have a place in this picture, and is it not a fact 
that tad are already, in a number of cases, participating in these 
teams 

Mr. Suarp. I think we were referring here to these enormous proj- 
ects, such as the Atlas missile or something of that kind. Even in 
those enormous projects we may say they may be able to fit in as 
prime associate contractors, but this would be rather unusual in those 
enormous projects until we can break out smaller portions of them. 
That is what I am referring to, not that we think there is any doubt 
about their being able to fit somewhere in the picture. 

Mr. McInarnay. According to your reports efforts are being made 
to try to break out these components. 

Mr. Swarr. We are trying to break out the components, yes, sir. 

Mr. MoInarnay. Commenting on your statement on page 4 that 
“It is with dollars that payrolls are met,” doesn’t it strike you rather 
forcefully that the Air Force’s four-tenths percent decrease in prime 
awards to small business in the first 10 months of fiscal year 1958 repre- 
sents a $29 million loss from the small business share? 

Mr. Suarp. I think we will have to wait until the whole year is 
up and we get all the figures in to find out what-the actual dollars 
are for the year. I think there will probably be an increase. One 
of the reasons for this was the delay in our procurement in the early 
part of the year so that we did not get into even placing the large 
procurements, which were the ones that were the easiest ones to place 
immediately and had to be placed on large items such as missiles and 
major aircraft until fairly late in the year, so that I think our sta- 
tistics will look better after we get the last month. 

June was a very heavy procurement month in the Air Force this 
year, simply because our procurements did lag, and it is always easier 
to get the big ones out first and make the dollars look good because 
a few contracts in the big ones make enormous volume and would 
make the percentages look small for the smaller contractors. 

I am quite confident, although of course I cannot be sure until we 
get the figures in, that we will have an increase in dollars of small- 
business procurement in the prime contract area in the fiscal year 1958 
just concluded. 

Mr. McInarnay. You already have achieved a one-tenth percent 
increase in research and development work to small business which 
represents over a million dollars during this period. * 

In the third paragraph on page 4 there is a rather patronizing at- 
titude to small business and it leads one to doubt whether the Air 
Force really thinks small business has a place in their procurement 
program. Could you correct this possible misimpression ? 

Mr. Sxarp. I certainly did not mean to make that impression. I 
do not know just where it comes from. I meant that I was not will- 
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ing to give up on the fact that a percentage decline as against a dollar 
increase is still necessary. I am not satisfied that it is inevitable. 
There must be some way we can do something about it. It may be 
inevitable, we do not know, but of course the principal thing is to get 
the combination of the prime contract, the dollars awarded to small 
business and the subcontract dollars awarded to small business increas- 
ing all the time. A combination of the two is what really, as I say, 
pays the payroll and makes for the profit of these small businesses. 

Mr. McInarnay. Along the same lines, don’t you think that within 
the process of negotiation greater pressure might be put on the prime 
contractors to let out more of their work on subcontracts ? 

Mr. Suarp. I think there is no question about that. This is going 
to be a constant matter of, I think, battling with the primes, because 
it is quite natural for companies to want to keep business in their own 
house if they can. We are going to have to do battle with them all 
the time in this area. 

Senator Smaruers. Thank you, Mr. Sharp. We appreciate your 
statement. Since you recognize the important place that small busi- 
ness has in our overall planning, we hope you will continually strive 
to increase the small-business share in Air Force contracts. 

I would like to have inserted in the record at this point the supple- 
mentary information submitted by the Department of the Air Force. 

(The material referred to follows :) 


EXHIBIT V 
DEPARTMENT OF THE AIR FORCE 


SUPPLEMENTARY INFORMATION SUBMITTED TO THE SENATE SMALL BUSINESS 
COMMITTEE AT THE JULY 1958 HEARINGS 


(1) 


(2) 
(3) 
(4) 
(5) 
(6) 
(7) 
(8) 


Participation of small-business concerns as prime contractors to the Air 
Force in continental United States. 

Net procurements of less than $10,000. 

New procurements of $10,000 or more on which small business was solicited. 

Subcontracting by defense prime contractors reporting to the Air Force. 

Additional and special set-aside procedures. 

List of Air Force small-business specialists. 

“ARDC Welcomes Small-Business Scientific Research Ideas.” 

AFPI Form 46. 


Exuirit V (1) 


Participation of small-business concerns as prime contractors to the 
in continental United States 


Air Force 





Total net pro- | Small concerns} Awards to Percent of 

curement solicited small Percent of | solicited or 

from industry | (small-business| concerns total potential 

potential) 
ania eats _ = . 7 | neice nsec eee 
Fiscal year: | 

ee Ss ee | $6, 172, 296, 000 $755, 937,000 | $576, 815, 000 9.3 | 7 
ee a Sa eee ee 8, 276, 856,000 | 1, 060, 549, 000 685, 839, 000 8.3 | 65 
BOT 2 5 encienhdeade ani ahanost 8, 792, 299, 000 1, 124,078,000 | 723,469, 000 | 8.2 | 64 
First 11 months fiscal year 1958..; 8, 446, 382, 000 | 920, 765,000 | 543, 992, 000 | 6.4 | 59 
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Exursit V (4) 


Subcontracting by defense prime contractors reporting to the Air Force 





July through | January July through 


























December through June December 
1956 1957 1957 
| | 
alain a 
Dieser OF caste TRCN c.g  ccoscnceansecacscencea 86 88 94 
Number of companies represented. ..........----------- 62 66 i 71 
Military subcontract and purchase payments to— 
SURAN CUMS ocncaccnnancccuscucowensnoancoseaniee $846, 476, 000 $917, 385, 000 $946, 894, 000 
SS EE Sa ddiguccusneneumemmlesdedaatia 1, 282, 784, 000 1, 509, 901, 000 1, 628, 067, 000 
Pitelicvel). wish esl lh weetinlet | 2,129, 260,000 | 2,427, 286,000 | 2, 574, 961, 000 
Contract receipts from 
Military procurement agencies.................--.-- | 3,353, 556,000 | 3, 844, 180, 000 3, 640, 521, 000 
Business concerns......-..-------- SSA ie Se ok | 429, 274, 000 579, 107, 000 524, 637, 000 
ei A ae | $= 
TEU ccdamiindintcaceiia wikia iadanmtrchaciadaaasn Atami | 3, 782, 830, 000 4, 423, 287, 000 4, 165, 158, 000: 
Small business share of total receipts (percent) ........-- 22. 4 | 20.7 22.7 








EXxuHIsit V (5) 
ADDITIONAL AND SPECIAL SET-ASIDE PROCEDURES 
(Excerpt—Air Force Procurement Instruction) 


“1-706 Set-Asides for Small Business. 

“1-706.1 General. The procedures in subparagraphs (a) and (b) below are 
techniques intended to aid small business in addition to those set forth in 
ASPR 1-706.5 and 1—706.6. 

“(a) In the field of base procurement, procurements in excess of $2,500, for 
which there are known to be two or more small business sources from whom 
fair and reasonable prices may be expected will be set aside totally for com- 
petition among small business concerns exclusively. Deviations from this policy 
may be approved in specific cases by notation on the purchase request or other 
authorized requisition by the chief of the contracting office or his designee pro- 
vided the designee is not the contracting oflicer or buyer for the particular 
procurement. 

“(b) As to central procurement (as distinguished from base procurement) 
which is accomplished at Hq AMC and AMC field procurement activities, every 
procurement will be set aside either totally or partially for competition solely 
among small business concerns if records of previous procurements for the same 
item or the same service disclose that three or more small business concerns 
submitted responsive bids that were considered fair and reasonable. However, a 
partial set-aside may be appropriate where only two small business concerns 
appear to have the technical competency and productive capacity to furnish a 
portion of the procurement. (See ASPR 1-706.6 (a) (iii).) Deviations from 
this policy may be approved in specific cases at Hq AMC by the chief of the 
division responsible for the procurement or his designee. At AMC field procure- 
ment activities, such deviation may be approved in specific cases by the director 
of procurement and production or his designee. The procurement file will con- 
tain a record of the approval of such deviation. This procedure is not intended 
to limit the authority of SBA representatives, as set forth in ASPR 1-705 and 
1-706, to recommend set-asides and to appeal from the contracting officer’s dis- 
approval of such recommendations.” 











102 SMALL BUSINESS PROCUREMENT PROGRAMS 


ExuHisit V (6) 
1 Jury 1958. 
Are Force SMALL-BUSINESS SPECIALISTS 


Kennard Weddell,’ Air Force small-business advisor: Headquarters, United 
States Air Force, room 4D-—254, Pentagon, Washington, D. C.; Liberty 5-6700, 
extension 74126, 71879. 


ATR MATERIEL COMMAND 


Maurice L. Johnson,’ executive for small business: Headquarters, Air Materiel 
Command, room 108, building 11, Wright-Patterson Air Force Base, Dayton, 
Ohio; Clearwater 3-7111, extension 23222. 

George S. Rattenbury* and Paul F. Knost:* Headquarters, Air Materiel Com- 
mand, room 108, building 11, Wright-Patterson Air Force Base, Dayton, Ohio; 
Clearwater 3—7111, extension 24230. 


MIDDLETOWN AIR MATERIEL AREA 


Robert A. MacMillan:* Middletown Air Materiel Area, Olmsted Air Force Base, 
Middletown, Pa.; Whitney 4-5521, extension 72233. 

Edward J. Fitzgerald * and Robert P. Murray :* Boston Air Procurement District, 
Boston Army Base, Mass. ; Liberty 2-6000, extension 887. 

Vineent J. Farrell:* Newark Air Procurement District, 218 Market Street, 
Newark, N. J.; Mitchell 3-3434. 

Lauri N. Koivula:* New York Air Procurement District, 111 East 16th Street, 
New York, N. Y.; Spring 7-4200, extension 690, 691, 692. 

John A. Walter:* Philadelphia Air Procurement District, 1411 Walnut Street, 
Philadelphia, Pa. ; Locust 7-3886. 

Harry Huntington:* Rochester Air Procurement District, 20 Symington Place, 
Rochester, N. Y. ; Genessee 1815. 


MOBILE AIR MATERIEL AREA 


Louis L. McKean:* Mobile Air Materiel Area, Brookley Air Force Base, Mobile, 
Ala.; Hemlock 8-3461, extension 3227. 

J. B. Colvard:* Cleveland Air Procurement District, 1279 West Third Street, 
Cleveland, Ohio; Cherry 1-7900, extension 228. 

Paul E. Birkhold:* Dayton Air Procurement District, building 70, area C, 
Wright-Patterson Air Force Base, Dayton, Ohio; Clearwater 3-7111, exten- 
sion 53137. 

Hugh E. MceGowan:? Detroit Air Procurement District, West Warren Avenue 
and Lonyo Boulevard, Detroit, Mich. ; Texas 4-9000. 

Jesse N. Crofoot: Grand Rapids Air Procurement Office, Wurzburg Building, 
220-232 Monroe Avenue NW., Grand Rapids, Mich. ; 9-8251. 

William L. Bayt:* Indianapolis Air Procurement District, 54 Monument Circle, 
Indianapolis, Ind.; Melrose 21561. 

William O. Luke: Fort Wayne Air Procurement Office, 826 Ewing Street, Fort 
Wayne, Ind. 

Ernest J. Koehler: South Bend Air Procurement Office, 521 North Eclipse Place, 
South Bend, Ind. 

OKLAHOMA CITY AIR MATERIEL AREA 


H. W. Ray:* Oklahoma City Air Materiel Area, Tinker Air Force Base, Okla- 
homa City, Okla.: Pershing 2—7321, extension 7601. 

Victor J. Ripp:* Chicago Air Procurement District, 5555 South Archer Avenue, 
Chicago, Ill. ; Reliance 5-3000. 

Russell H. Leitch: * Milwaukee Air Procurement District, 770 North Plankinton 
Avenue, Milwaukee, Wis. ; Broadway 2—0358. 

R. T. Schumacher: Minneapolis Air Procurement Office, 920 Second Avenue, 
Minneapolis, Minn.; Federal 3-0115. 

Kenneth E. Kichline:* St. Louis Air Procurement District, ninth floor, United 
States Court and Customs House, 1114 Market Street, St. Louis, Mo.; Main 
1-8100, extension 2330. 


1 Full time. 
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M. W. Odor: Wichita Air Procurement Office, 820 Second Street, Wichita, Kans. ; 
Amherst 70211. 

Carl E. Holt: Kansas City Air Procurement Office, 601 Hardesty Street, Kansas 
City, Mo.; Chestnut 1—7900. 


OGDEN AIR MATERIEL AREA 


Kurt L. Young: * Ogden Air Materiel Area, Hill Air Force Base, Ogden, Utah; 
Taylor 5—2211, extension 8318. 

Stanley J. Fill: Denver Air Procurement Office, 3800 North York Street, Denver, 
Colo. ; Tabor 5-1161. 

C. E. Ellis:* Seattle Air Procurement Office, room 211-212, GSA Building, 2460 
Fourth Avenue, South Seattle, Wash. ; Seneca 0360. 


SACRAMENTO AIR MATERIEL AREA 


Thomas M. Spence: Sacramento Air Materiel Area, McClellan Air Force Base, 
Sacramento, Calif.; Wabash 2-1511. 

Arthur McCoy: San Francisco Air Procurement District, building 1, Oakland 
Army Terminal, West Grand Avenue and Maritime, Oakland, Calif.; Twin 
Oaks 3-4100 (Oakland), extension 3198. 


SAN ANTONIO AIR MATERIEL AREA 


Jot E. Neri:* San Antonio Air Materiel Area, Kelly Air Force Base, San An- 
tonio, Tex.; Walnut 3—5411, extension 64192. 

George R. Phillips:* Dallas Air Procurement District, 912 South Ervay, Dallas, 
Tex.; Riverside 8—5611, extension 2388. 


SAN BERNARDINO AIR MATERIEL AREA 


William J. Dunkerley:* San Bernardino Air Materiel Area, Norton Air Force 
Base, San Bernardino, Calif. ; Turner 94411, extension 6202. 

George J. Byrnes* and Paul M. Goodwin:* Los Angeles Air Procurement Dis- 
trict, 1206 South Maple Avenue, Los Angeles 15, Calif.; Richmond 9-4711, 
extensions 582, 584. 

Robert Downing: San Diego Air Procurement District, 4825 Pacific Highway, 
San Diego, Calif. ; Woodcrest 6611. 

J. W. Gaskins:* Arizona Air Procurement District, 2875 Sky Harbor Boulevard, 
Phoenix, Ariz. ; Bridge 5-5431, extension 57. 


WARNER ROBINS AIR MATERIEL AREA 


Dan W. McCarthy:* Warner Robins Air Materiel Area, Robins Air Force Base, 
Warner Robins, Ga. ; Walker 2—5341, extension 6267. 

Walter C. Roose:* Atlanta Air Procurement District, 41 Exchange Place SE, 
Atlanta, Ga. ; Jackson 2-4121. 


ATR FORCE DEPOTS 


Norman A. Hess:* Dayton Air Force Depot, Gentile Air Force Station, Dayton, 
Ohio ; Clearwater 2—6551, extension 810. 

John P. Broderick:* Memphis Air Force Depot, Mallory Air Force Station, 
3300 Jackson Avenue, Memphis, Tenn.; Glendale S—4411, extension 276. 

Joseph J. Dulberg:* Rome Air Force Depot, Griffis Air Force Base, Rome, 
N. Y. ; Rome 3200, extension 74205. 


BALLISTIC MISSILE OFFICE 
Roy A. Watkins: Ballistic Missile Division, Post Office Box 262, Inglewood, 
Calif. ; Orchard 2-0171. 
AIR RESEARCH & DEVELOPMENT COMMAND 
John C. Eiden,’ Executive for Small Business: Headquarters Air Research and 


Development Command, Andrews Air Force Base, Washington, D. C.; Red- 
wood 5—S8900, extension 85111. 


1 Full time. 
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S. Milnovsky: Air Foree Office Scientific Research, Temporary X Building, 
Washington, D. C.; Liberty 6—-5650, extension 281. 
L. Grier: Wright Air Development Center, Wright-Patterson Air Force Base, 
Dayton, Ohio ; Clearwater 3-7111, extension 38216. 
M. L. Wasser: Rome Air Development Center, Griffiss Air Force Base, Rome, 
N. Y.; Rome 3200, extension 2204, 
John F. Condon: Cambridge Research Center, L. G. Hanscom Field, Bedford, 
Mass. ; Crestview 46100, extension 2244. 
G. M. Holmes: Air Force Flight Test Center, Edwards Air Force Base, Muroc, 
Calif. ; Edwards 1101, extension 27251. 
Set. C. H. Burnes: Arnold Engineering Development Center, Tullahoma, Tenn. ; 
GL 5~-2611, extension 272. 
C. W. Corcoran: Air Force Missile Test Center, Patrick Air Force Base, Cocoa, 
Fla. ; 2231, extension 34. 
Add L. Webster: Air Force Special Weapons Center, Kirtland Air Force Base, 
Albuquerque, N. Mex. ; Chapel 7-1711, extension 2455. 
D. P. Hatchcock: Holloman Air Development Center, Holloman Air Force Base, | 
Alamogordo, N. Mex. ; Granite 3-6511, extension 6761. 
Wesley E. Snyder: Air Force Proving Ground Center, Eglin Air Force Base, 
Valparaiso, La. ; 2231, extension 27103. 
Miss W. Bell: San Antonio Research and Development Procurement Office, Lack- 
land Air Force Base, San Antonio, Tex. ; Walnut 3-3411. 
H. F. Stegeland:* Air Research and Development Command, New York Small 
Business Office, 346 Broadway, New York, N. Y.; Rector 2-8000, extension 
440, 441. 
William V. Stalew:* Air Research and Development Command, Los Angeles 
Small Business Office, 6831 Hollywood Boulevard, Los Angeles, Calif. ; Holly- 
wood 77-5171. 
Artz TRAINING COMMAND 


Maj. Arthur R. Leibrock, executive for small business: Headquarters Air Train- 
ing Command, Randolph Air Force Base, San Antonio, Tex. 

Capt. Joseph C. Rumora: Amrillo Air Force Base, Amarillo, Tex. 

Thomas G. Stark: Chanute Air Force Base, Rantoul, I]. 

Capt. Howard R. Eveland: Craig Air Force Base, Selma, Ala. 

Eugene A. West: Goodfellow Air Force Base, San Angelo, Tex. 

Riley B. Naron: Greenville Air Force Base, Greenville, Miss. 

Harold A. Tharp: Harlingen Air Force Base, Harlingen, Tex. 

Capt. Arthur A. Durch: James Connally Air Force Base, Waco, Tex. 

Mrs. Leslie S. Lallingford : Keesler Air Force Base, Biloxi, Miss. 

Capt. Weldon R. Baird: Lackland Air Force Base, San Antonio, Tex. 

Edwin J. Schneider: Laredo Air Force Base, Laredo, Tex. 

Arthur A. Buxton: Lowry Air Force Base, Denver, Colo. 

Capt. Earl B. Fisher: Mather Air Force Base, Sacramento, Calif. 

Capt. James B. Smith : Moody Air Force Base, Valdosta, Ga. 

Severn J. Hallett: Perrin Air Force Base, Sherman, Tex. 

Maj. Eugene Schoggins: Randolph Air Force Base, San Antonio, Tex. 

Capt. Vernon J. Rourke: Reese Air Force Base, Lubbock, Tex. 

Mrs. Artie Sauer: Sheppard Air Force Base, Wichita Falls, Tex. 

Samuel E. Lookholder: Stead Air Force Base, Reno, Nev. 

Capt. Robert W. Alexander: Vance Air Force Base, Enid, Okla. 

Capt. Walter M. Bullock: Webb Air Force Base, Big Springs, Tex. 


CONTINENTAL ATR COMMAND 


Maj. Elmer E. Pierson, executive for small business: Headquarters Continental 
Air Command, Mitchell Air Force Base, Hempstead, Long Island, N. Y 

A. J. Hamburger: 2500th Air Base Group, Mitchell Air Force Base, Hempstead, 
Long Island, N. Y. 

Arthur J. Clare: 2235th Air Reserve Flying Center, Grenier Air Force Base, 
Manchester, N. H. 

Walter Oliger: 2466th Air Reserve Flyin Center, Bakalar Air Force Base, 
Columbus, Ind. 

Lt. James F. Damiani: 2473d Air Reserve Flying Center, General Mitchell Field, 
Milwaukee, Wis. 





1 Full time. 
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Mrs. Mildred Grisham: 2577th Air Reserve Flying Center, Brooks Air Force 
Base, San Antonio, Tex. 

Miss Callie I. Harris: 2596th Air Base Squadron, Dallas Naval Air Station, Tex. 

Lt. Charles F. Carlbom: 2589th Air Reserve Flying Center, Dobbins Air Force 
Base, Marietta, Ga. 

Mrs. Russell Jacobs: 2585th Air Reserve Flying Center, Miami International 
Airport, Miami, Fla. 

Mrs. Louise Butterbaugh: 2347th Air Reserve Flying Center, Long Beach 
Muncipal Airport, Long Beach, Calif. 

Maj. James A. Locy : 2349th Air Base Group, Parks Air Force Base, Pleasanton, 
Calif. 

Miss Julia S. Kulmala: 2465th Air Base Group, Minneapolis-St. Paul Interna- 
tional Airport, Minneapolis, Minn. 

Maj. L. T. Butterfield : 2578th Air Base Group, Ellington Air Force Base, Houston, 
Tex. 

John P. Lynn: 2237th Air Reserve Flying Center, New Castle County Airport, 
New Castle, Del. 

Miss LeVerna R. Cerceo: 2253d Air Base Group, Greater Pittsburgh Airport, 
Coraopolis, Pa. 

STRATEGIC AIR COMMAND 


William T. Haneline, executive for small business: Headquarters Strategic Air 
Command, Offutt Air Force Base, Omaha, Nebr. 

Arthur Martin: Offutt Air Force Base, Omaha, Nebr. 

Philip Gumbiner: Barksdale Air Force Base, Shreveport, La. 

Dorothy G. Carroll: Carswell Air Force Base, Fort Worth, Tex. 

Capt. Donald L. Pfeffeakorn: Columbus Air Force Base, Columbus, Miss. 

Lawrence Long: Homestead Air Force Base, Homestead, Fla. 

William C. Key: Hunter Air Force Base, Savannah, Ga. 

Volley Casey : Lake Charles Air Force Base, Lake Charles, La. 

James M. Hall: Little Rock Air Force Base, Little Rock, Ark. 

James E. Crocker: MacDill Air Force Base, Tampa, Fla. 

Lloyd Kruckemyer : McCoy Air Force Base, Orlando, Fla. 

Maj. George M. King: Laughlin Air Force Base, Del Rio, Tex. 

Raymond O. Torrey : Dow Air Force Base, Bangor, Maine. 

William E. Ohms: Lincoln Air Force Base, Lincoln, Nebr. 

Ralph H. Brown: Lockbourne Air Force Base, Columbus, Ohio. 

Albert A. Cannan: Loring Air Force Base, Limestone, Maine. 

Henry F. Martinelly: Plattsburgh Air Force Base, Plattsburgh, N. Y. 

William BE. Darcy: Pease Air Force Base, Portsmouth, N. H. 

Louis A. Fields: Schilling Air Force Base, Salina, Kans. 

Edward T. Kennedy: Westover Air Force Base, Chicopee Falls, Mass. 

Orville D. Meyer: Whiteman Air Force Base, Knobnoster, Mo. 

Farnest L. Sadler: Altus Air Force Base, Altus, Okla. 

Michael V. Shanahan: Beale Air Force Base, Marysville, Calif. 

Thomas J. Smith: Biggs Air Force Base, El Paso, Tex. 

William R. Mann: Castle Air Force Base, Merced, Calif. 

Arthur M. Hastie: Clinton-Sherman Air Force Base, Clinton, Okla. 

Eugene L. Sierras: Davis-Monthan Air Force Base, Tucson, Ariz. 

Roy J. Bishop: Dyess Air Force Base, Abilene, Tex. 

Donald S. Galbraith: Ellsworth Air Force Base, Rapid City, 8. Dak. 

Walter J. Anderson: Fairchild Air Force Base, Spokane, Wash. 

Angus W. Clunie: Malmstrom Air Force Base, Great Falls, Mont. 

Bert A. Metcalfe: March Air Force Base, Riverside, Calif. 

Herbert J. Pennings: Mountain Home Air Force Base, Mountain Home, Idaho. 

John H. Rainey: Travis Air Force Base, Fairfield, Calif. 

C. G. Baca, Jr.: Walker Air Force Base, Roswell, N. Mex. 

Maj. Robert L. Hobgood: Andersen Air Force Base, Guam. 

Lt. Charles C. McNeill: Ernest Harmon Air Force Base, Newfoundland. 

Layle B. Nelson: Francis E. Warren Air Force Base, Cheyenne, Wyo. 

Lyle J. Goodspeed: Cooke Air Force Base, Lompoc, Calif. 

James H. MeGowen: Blytheville Air Force Base, Blytheville, Ark. 


29316—58——_8 
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Mriuitary Arm TRANSPORT SERVICE 


Maj. M. K. Hoff, executive for small business: Headquarters Military Air 
Transport Service, Scott Air Force Base, Belleville, Ill. 

Edward F. Poniewaz: ACIC Base Procurement Office, St. Louis, Mo. 

Lt. David B. Crouch: 1401st ABWeg, Andrews Air Force Base, Washington, D. C. 

Lt. John J. Kahlmeyer, Mrs. Gladys M. Williams: 1608th ATWeg, Charleston 
Air Force Base, North Charleston, S.C. 

Jack L. Loftis: 63d ABGp, Donaldson Air Force Base, Greenville, S. C. 

Donald J. Robert: 1607th ATWe, Dover Air Force Base, Dover, Del. 

Vernon G. Jones: 62d ABGp, Larson Air Force Base, Moses Lake, Wash. 

Edward Aja: 1611th ABGp, McGuire Air Force Base, Wrightstown, N. J. 

Sgt. Laurel W. Gammage: 1360th ABGp, Orlando Air Force Base, Orlando, Fla. 

Catherine 8S. Arcentales: 1707th ATWg, Palm Beach Air Force Base, Palm 
Beach, Fila. 

Capt. Pasquale Torraco: 1254th ATGp, Washington National Airport, Washing- 
ton 25, D. C. 

AIR DEFENSE COMMAND 


Col. Willis A. Becker, executive for small business: Headquarters Air Defense 
Command, Ent Air Force Base, Colorado Springs, Colo. 


EASTERN AIR DEFENSE FORCE 


Edward J. Sosnowski: Headquarters, Eastern Air Defense Force, Ent Air Force 
Base, Colorado Springs, Colo. 

Ida D. LaFreniere: Ethan Allen Air Force Base, Winooski, Vt. 

Lt. Thomas Schwartz: Greater Pittsburgh Airport, Coraopolis, Pa. 

Lt. David K. Burt: Kinross Air Force Base, Kinross, Mich. 

Sgt. Billie Gibbons: K. I. Sawyer Airport, Marquette, Mich. 

Elizabeth Weeks: McGhee Tyson Municipal Airport, Knoxville, Tenn. 

Alice I. Ward: New Castle County Airport, Wilmington, Del. 

Robert F. Dozier: Niagara Falls Municipal Airport, Niagara Falls, N. Y. 

Ethel C. Tonkin: O’Hare International Airport, Chicago, Ill. 

Raymond LaPlante: Otis Air Force Base, Falmouth, Mass. 

Roderic R. Madore: Presque Isle Air Force Base, Presque Isle, Me. 

Helen M. Bourdage: Selfridge Air Force Base, Mount Clemens, Mich. 

Joseph Curry: Stewart Air Force Base, Newburgh, N. Y. 

Margaret F. Coulter: Suffolk County Air Force Base, Westhampton Beach, Long 
Island, N. Y. 

TacTicaL ArR COMMAND 


Maj. William A. Murdoch, Executive for Small Business: Headquarters Tactical 
Air Command, Langley Air Force Base, Va. 

Peggy Bratcher: 461st Bomber Wing, Blytheville Air Force Base, Blytheville, 
Ark. 

Robert L. Butsch: 323d Fighter Bomber Wing, Bunker Hill Air Force Base, 
Bunker Hill, Ind. 

Dominie A. Schrieber: 312th Fighter Bomber Wing, Clovis Air Force Base, 
Clovis, N. Mex. 

Joyce J. Keith : 366th Fighter Bomber Wing, England Air Force Base, Alexandria, 
La. 

George H. Bancroft: 450th Fighter Day Wing, Foster Air Force Base, Victoria, 
Tex. 

Paul Waas: 479th Fighter Day Wing, George Air Force Base, Victorville, Calif. 

Sgt. Walter Siler: 354th Fighter Day Wing, Myrtle Beach Air Force Base, 
Myrtle Beach, 8S. C. 

Capt. Ira E. Vance: 405th Fighter Bomber Wing, Langley Air Force Base, Va. 

Rhea H. Culbertson: 83d Fighter Day Wing, Seymour-Johnson Air Force Base, 
Goldsboro, N. C. 

Capt. Teddie O. Craig, Jr.: 363d TAC Recon Wing, Shaw Air Force Base, Sum- 
ter, S. C. 

Sgt. Samuel F. Glore: 4482d Air Base Squadron, Wendover Air Force Base, 
Wendover, Utah. 
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Lt. Gerry G. Giles : 463d Troop Carrier Wing, Ardmore Air Force Base, Ardmore, 
Okla. 

Linwood A. Matthews: 464th Troop Carrier Wing, Pope Air Force Base, 
Fayetteville, N. C. 

Thomas H. Haile: 314th Troop Garrier Wing, Sewart Air Force Base, Smyrna, 
Tenn. 


ExHrisir V (7) 
{ARDC News Service Release No. 96-58, July 16] 


OFFICE OF INFORMATION SERVICES, HEADQUARTERS, ATR RESEARCH AND DEVELOP- 
MENT COMMAND, UNITED STATES AIR FORCE 


ANDREWS AIR FORCE BASE 
Washington, D. C. 


ARDC WELCOMES SMALL BUSINESS SCIENTIFIC RESEARCH IDEAS 


ANDREWS AIR Force Bass, Mp., July 16—A stepped-up program for tapping 
scientific skills of technically competent small business concerns has been an- 
nounced by the Air Research and Development Command (ARDC). 

Whether procurement involves large or small business, ARDC fosters and en- 
courages industry to submit proposals in research and development areas of 
interest to the Air Force. Effected by congressional legislation in 1957, the 
ARDC small business program functions in accordance with established Air 
Force policy. The small-business program comprises an integral part of the 
ARDC procurement program and is instrumental in assuring ARDC the acquisi- 
tion of optimum technical competence, scientific skills, and creative abilities of 
an individual, individuals, or small-business firms. 

In addition to complying with the congressional request that “a fair propor- 
tion of the total purchases and contracts for supplies and services for the Gov- 
ernment shall be placed with small-business concerns” the Air Force is thorough- 
ly utilizing technically competent small-business firms. 

Small-business specialists operate at each of the ARDC procurement activities 
and at designated Air Force development field offices. At each of the ARDC 
procurement activities, the small-business specialist or buyer reviews all pro- 
curement requests to determine if the source files contain known small-business 
firms which can be given an opportunity to submit a proposal. Working as a 
team, the small-business specialist, the contract specialist and the source special- 
ist pool their efforts to insure that adequate consideration is given to small 
business interests. Through this media ARDC determines the names of tech- 
nically qualified small-business concerns that can be added to the proposed list for 
solicitation. 

In the event of a disagreement between the contract specialist and the small- 
business specialist regarding small business procurement, the matter is referred 
to the Director of Procurement for final disposition. In addition, the small- 
business specialist reviews each individual procurement action and advises the 
contract specialist when it appears that the small-business information contains 
an error or is not fully utilized. 

The services of the small-business specialists assigned to designated develop- 
ment field offices are utilized extensively in developing and selecting potential 
small-business sources. At these Air Force development field offices, the small- 
business specialist compiles a list of small-business sources within his geo- 
graphical area, and assists the small-business specialist at each ARDC center to 
fulfill his source-file requirements. 

In seeking the scientific skills and creative abilities of an individual or indi- 
viduals for research and development, ARDC is primarily concerned with 
quality and technical competence. 

Recognizing that proposals comprise an engineering or scientific work gen- 
erally representing a large percentage of the research or development which will 
be undertaken by contract, ARDC pursues a policy of carefully screening sources 
to avoid needless expenditure by prospective contractors. This is particularly 
important in instances where small-business sources venture widely afield of 
their normal line of endeavor. 








108 SMALL BUSINESS PROCUREMENT PROGRAMS 


Research and development sources are initially recommended at the laboratory 
level and are placed on the purchase request. The purchase request then goes 
to the office of the Director of Procurement, where the contract specialist and 
the small-business specialist screen the list of suggested sources and add to the 
procurement request the names of known, technically qualified, small-business 
sources for solicitation of a proposal. 

In addition to the primary service of assuring small business an opportunity 
to obtain a fair share of the research and development work it is qualified to 
undertake, the ARDC small-business specialist offers assistance to business firms 
in numerous other ways. 

He analyzes the problems of small-business concerns, and arranges for appoint- 
ments between the firm and the proper technical and contracting personnel. He 
places the firm in the source files of the proper ARDC centers, where the local 
small-business specialist then makes certain the concern receives consideration 
for all procurements it is qualified to handle. He provides the firm with infor- 
mation on how to get placed on the Department of Defense source lists. He 
maintains bid boards containing most of the current ARDC “invitation for bids,” 
and provides small-business owners with information on Government buying 
methods as well as with information on the type of products and service bought. 

The Air Force development field office small-business personnel serve as liaison 
between Government prime contractors and small-business firms that meet the 
required qualifications for subcontracting in research and development work. 

In carrying out its mission to assure the Air Force qualitative superiority in 
air weapons, ARDC has come to rely more fully on scientific skills and creative 
abilities offered by small-business firms. 

Small-business specialists and the centers to which they are assigned are: John 
J. Eiden, Headquarters, ARDC, Andrews Air Force Base, Washington, D. C.; 
S. Milnovsky, Air Force Office of Scientific Research, the Pentagon, Washington, 
D. C.; G. M. Holmes, Air Force Flight Test Center, Edwards Air Force Base, 
Calif.; A. L. Webster, Air Force Special Weapons Center, Kirtland Air Force Base, 
N. Mex.; Miss W. Bell, Research and Development Office, Detachment No. 1, 
WADC, Lackland Air Force Base, Tex.; C. W. Corcoran, Air Force Missile Test 
Center, Patrick Air Force Base, Fla.; J. Condon, Air Force Cambridge Research 
Center, L. G. Hanscom Field, Bedford, Mass.; M. L. Wasser, Rome Air Develop- 
ment Center, Griffiss Air Force Base, N. Y.; L. Grier, Wright Air Development 
Center, Wright-Patterson Air Force Base, Ohio; W. E. Snyder, Air Proving 
Ground Center, Eglin Air Force Base, Fla.; D. P. Hathcock, Air Force Missile 
Development Center, Holloman Air Force Base, N. Mex., and M. Sgt. C. H. Burnes, 
Arnold Engineering Development Center, Tullahoma, Tenn. 
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AFPI Form 46—Exuuisit V (8) 


SMALL BUSINESS PROCUREMENT RECORD 


RCHASE REQUEST NO 





DESCRIPTION OF ITEM OR SERVICE 


4. THE PROCUREMENT WILL BE [| |AOVERTISEO [ | NEGOTIATED 


S. REQUIREMENT _j is , 1S NOT WITHIN THE CAPABIL! TIES OF SMALL BUSIN 


If anewer is allirmative, the buyer will, prior to making ewerd, furnish the AF Small Bueinesse Specialiat a copy of the abetract of bide or 
propo: including any engineering of laboratory evaluation that has influenced the procurement. The buyer will indicate whether each company 
submitting « bid is large of email business 

If anewer ia negative, the AF Small Business Specielie: will check Line 5A, 8, C, or D 


~) OELI VERY SCHEOULES ARE NOT SUCH AS TO ENABLE SMALL BUSINESS FIRMS TO COMPETE 


|_) INFORMATION (SPECIFICATIONS. DATA, ORAWINGS. ETC) IS NOT SUFFICIENT TO ENABLE SMALL 8 INESS TO COMPETE 


Lj TIME IS NOT SUFFICIENT TO PERMIT POTENTIAL SOURCES TO ADEQUATELY PREPARE AND SUBMIT BIDS 


() OTHER (State reason) 


BIODER'S MAILING LIST CONTAINS NAMES OF _. LARGE BUSINESS FIRMS __ SMALL BUSINESS FIRMS. 
OF FIRMS ON BIDDERS’ MAILING LIST. __ LARGE BUSINESS FIRMS SMALL BUSINESS FIRMS WILL BE SOLICITED 
A PROCUREMENT l~ ) WILL NOT BE SYNOPSIZED 


8 EXCEPTION TO SYNOPSIS (AFP) 2.208 


CESCRIPTION TO BE USEO IF PUBLISHED 


8 OEFENSE MANPOWER POLICY 


A OEFENSE MANPOWER POLICY NO IV ‘s ) IS NOT APPLICA 


BS DOEFENSE MANPOWER POLICY NO iv SeT-asiog [_} (7 wc NOT Be APPLIED 





A SMALL BUSINESS SET. ASIDE “} wie WILL NOT BE APPLIED 








ss alicnissalaaitaan PERCENTAGE SET-ASIOE ss 8 

¢ so sers (_) wie _) WILL NOT BE MAILEO TO S84 OFFICES 

O PRE-INVITATION NOTICES \F USEO —_) wit [_) WILL NOT BE MAILED TO 884 OFFICES 

10. NAMES ADDED BY AF SMALL BUSINESS SPECIALIST FOR SOLICITATION Nemes furnished by SBA wi meri with an esterie 
| 
} 

BUYER (Signature end Telephone Ext) AF SMALL BUSINESS SPECIALIST (Signature and Tele; cx 

AFPI FORM 46 PREVIOUS EDITIONS OF THIS FORM ARE OBSOLETE 

MAY $8 REPLACES AFP! FORM 464. 19 OCT 86 AND AFR: 





18 APR 86. WHICH ARE OBSOLETE 
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NAME OF CONTRACTOR 
s 

















17 Tmis (_)COMPLETES [ ]) DOES NOT COMPLETE AWARDS TO BE MADE ON THIS IFB OR RFP 


1S REMARKS 


INSTRUCTIONS 
Complete Part I of this form prior to any solicitation of bids or proposals 


Complete Part II of this form after awards have been made, as follows 


Item 11. Self-explanatory 


Item 12. This is the month in which the DD Form 350 is completed and forwarded to Hq AMC 


Items 13- 15. Self-explanatory 
Item 16, Column C_ Top line is for the location of the contractor. Bottom line is for the place of performance 


Item 16, Column E. If answer to Item 5, Part ! is affirmative, code each award to large business as follows 
Code 1. No bid from small business 
Code 2. Small business bid was not low 
Code 3. Low bid from small business not responsive 
Code 4. Low bid from smal! business rejected on basis of pre-award survey or engineering evaluation 
Code 5. Awarded under Defense Manpower Policy No. IV 


AF-WP-O-JUN SB 75M 


Senator SmarHers. We will insert in the record, as an appendix, 
an article which appeared in the Congressional Record of July 16, 
1958, by Harry B. Yoshpe, historical research officer in the Office of 
the Army Chief of Transportation. 

Senator Smatruers. We stand in recess until 10 o’clock tomorrow. 

Thank you. 

(Whereupon, at 12:45 p. m., the subcommittee adjourned to recon- 
vene at 10a. m., Thursday, July 24, 1958. ) 


1 See appendix IV, p. 176. 








SMALL-BUSINESS PARTICIPATION IN GOVERNMENT 
PROCUREMENT—1958 


THURSDAY, JULY 24, 1958 


Unirtep States SENATE, 
SUBCOMMITTEE ON GOVERNMENT PROCUREMENT 
OF THE SELECT COMMITTEE ON SMALL BusINESS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
457, Senate Office Building, Washington, D. C., Senator Alan Bible, 
presiding. 

Present : Senator Bible (presiding). 

Also present: Walter B. Stults, staff director; William T. McInar- 
nay, staff counsel, Roy H. Millenson, legislative assistant to Senator 
Javits. 

Senator Brste. Gentlemen, the meeting will please come to order. 
This is the second and last day of public Reatitiane by the Subcommit- 
tee on Government Procurement of the Senate Small Business Com- 
mittee. Our purpose has been to receive reports from executive agen- 
cies on the current status of the small-business program. 

Yesterday the committee heard testimony from the Department of 
Defense, the three military services. Today we are scheduled to hear 
from civilian agencies. We are happy to have as our first witness 
Franklin G. Floete, Administrator, General Services Administration. 

Mr. Fuorre. Thank you, Senator. I have with me today Mr. Bar- 
ron, Mr. Ross, and Mr. Jordan. 

Senator Bisie. Glad to have you with us, gentlemen. 


STATEMENT OF HON. FRANKLIN G. FLOETE, ADMINISTRATOR, 
GENERAL SERVICES ADMINISTRATION; ACCOMPANIED BY PAUL 
BARRON, DIRECTOR, PROCUREMENT AND BUSINESS SERVICES 
DIVISION ; JULIAN ROSS, CHIEF, SMALL BUSINESS BRANCH; AND 
PHIL JORDAN, SPECIAL ASSISTANT 


Mr. Fuiorre. Mr. Chairman, we submitted last week a report in con- 
siderable detail as to our operations during the past year. I do not 
have a further prepared statement, so I will talk generally. 

Senator Bisxe. I have that report before me, Mr. Floete. It may 
be understood that it will be incorporated in full in the record at this 
point in your testimony. Then I would very much appreciate having 
you highlight the important, pertinent points of your testimony in 
your own style and your own manner. 

Mr. Froerr. All right, sir. 
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(The report referred to is as follows :) 


REPORT CONCERNING THE SMALL-BUSINESS POLICIES, PROCEDURES, 
AND PROGRAMS OF GSA AND THE PROGRESS MADE DURING FISCAL 
YEAR 1958 


Score or THE GSA SMALE BusINness PROGRAM 


In each of GSA’s constituent services, there are programs of interest to small 
business. 

Small manufacturers and suppliers of goods and services are directly con- 
cerned with the program of the Federal Supply Service which purchases 
common-use supplies and services, and provides these to other Government 
agencies. Businessmen are also interested in its surplus-property-disposal 
functions. Of direct interest to small construction contractors, and suppliers 
of building materials or services, are the activities of the Public Buildings 
Service, which constructs, maintains, repairs, and manages public buildings. 

Small miners, importers, and producers of minerals and metals are concerned 
with the work of the Defense Materials Service which purchases for and main- 
tains the national stockpile of strategic and critical materials and assures 
expansion of productive capacity for supplies of basic defense materials. Small 
firms engaged in transportation of property, are interested in the work of the 
Transportation and Public Utilities Service which procures transportation for 
Government property. 


Small-business participation in GSA procurement 


GSA’s efforts to assist small-business concerns during the first half of the 
1958 fiscal year are evidenced in the fact that of the agency’s purchases in 
excess of $25, approximately 50 percent of the dollar volume and 78 percent of 
the procurement actions were awarded to small firms. This compares favorably 
with the figures for all civilian agencies which in total awarded 47 percent of 
their dollar volume and 68 percent of their actions to small firms during the 
same period. Attachment I sets forth detailed statistical data for the 6month 
period.* 


PROGRESS ON THE SMALL-BUSINESS PROGRAM, POLICIES, AND PROCEDURES 


On August 23, 1957, there was submitted in response to request of the chair- 
man of this subcommittee, a detailed statement of GSA’s small-business pro- 
gram and related procurement policies and procedures. During the past year, 
the programs were further developed and particular efforts were made to 
encourage and assist small firms to participate in GSA’s procurement and 
disposal activities. 


Business service centers, information and assistance 


Specific and direct help to small-business concerns is provided through 13 
busiaess service centers located in principal cities. During fiscal year 1958, 
GSA representatives at more than 60 other locations throughout the United 
States were designated to act as points of contact for the businessman seeking 
information about GSA. These business service centers provide both informa- 
tion and other services to help the businessman get Government contract work. 
For example, he is furnished with copies of bidding documents, specifications, 
contract terms, information on contract awards, names and locations of pro- 
curement personnel throughout Government, information on procurement 
and disposal policies, and advice as to how new or improved products 
may be introduced into the Government supply system. During the 1958 fiscal 
year the centers handled approximately 420,000 inquiries from businessmen, 
and furnished over 530,000 copies of specifications, either free for use in bidding, 
or at nominal cost. This represents a substantial increase in activity over 
the previous year. 


Business opportunity clinics and exhibits 

To interest small business firms in its procurement and disposal activities 
during fiscal year 1958, GSA participated in over 60 small-business opportunity 
meetings or clinics held throughout the country, sponsored generally by the 


1See exhibit VI, p. 117. 
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Small Business Administration in cooperation with local chambers of com- 
merece or trade organizations. Businessmen were given the opportunity to 
discuss their problems with GSA representatives who provided them with 
leads on prime or subcontract opportunities and helped them with other special 
problems in doing business with the Government. 


Awards to small business 


GSA has participated in Government programs to channel business into areas 
of substantial labor surplus and, in so doing, has given small-business firms top 
priority for receiving awards. Recently, in accordance with the President’s 
policy, efforts have been intensified even further to seek out and inform business- 
men of what GSA is buying, and otherwise assist them to participate in Govern- 
ment procurement. In the case of low bids, small business, along with surplus 
labor areas firms, is given priority in awards. 

GSA, apart from its regular substantial procurement from small business, 
has, in cooperation with SBA, adopted and expanded a program for setting 
aside all or part of specific procurements for award exclusively to small busi- 
ness concerns. In the 25-month period from May 1956 to May 1958, the Federal 
Supply Service awarded 2,288 contracts on this basis in the amount of some 
$33 million; 531 contracts and $7 million of which were awarded in the first 
6-months of fiscal year 1958. Where there is some question as to the adequacy 
of the capacity or credit of the small-business concern to undertake a specific 
Government contract, GSA relies on the Small Business Administration cer- 
tificate of competency covering each such case. 

GSA bidding terms are designed to permit submission of bids for quantities 
less than the total requirements. Likewise, with respect to property disposals, 
GSA regulations require, to the extent practicable, that property offered for sale 
shall be assembled into reasonably sized lots of similar items, taking into ac- 
count the buying capabilities of prospective purchasers. 


Helping small concerns through closer contract administration 


In the interest of helping small-business men to meet their contract commit- 
ments, both as to quality and delivery time, particular attention has been paid 
to developing closer relationships with suppliers during contract administration. 
These efforts pay off in improved products, better deliveries, fewer rejections, 
and better all-round Government-contractor relations. 


Local purchases 

To further encourage small-business concerns to seek Government contract 
business, GSA has played a prominent role in efforts to work out special simpli- 
fied purchase and payment procedures for the smaller procurements. These 
have included cash payment and over-the-counter purchases; special pocket size 
order-invoice-voucher forms which require simply the businessman’s signature; 
and blanket purchase arrangements, somewhat like commercial-type charge ac- 
counts, under which businessmen make periodic billings for numerous indi- 
vidual purchases. 


Synopsis of United States Government proposed procurement, sales and contact 
awards 


Proposed procurement, sales and contract awards information is regularly 
submitted by GSA for inclusion in this daily publication of the Department of 
Commerce, which is available to businessmen on a nominal annual subscription 
basis. GSA is encouraging the small-business man to use this service and is 
participating with the Department of Commerce and other agencies in current 
efforts to further improve the usefulness of information contained in this 
synopsis. 

Rehabilitation of disaster stricken areas 


GSA, in cooperation with FCDA and other agencies, provides for surplus 
Government property being channeled to disaster stricken States which, in 
turn, sell the property on a nonprofit basis, to small-business concerns in need of 
rehabilitation. 


Government use of commercial specifications and standards 


GSA policy, particularly the past few years, has been to develop specifica- 
tions in accordance with industry standards to the maximum practicable ex- 
tent so that the small-business man can sell to the Government that which he 
regularly produces for private customers. For example, GSA is currently 
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expanding the use of commercial specifications and standards, developed by 
technical societies, through incorporating these by reference in Government 
specifications and thus adopting them as Federal specifications or standards. 


Stimulating interest of small builders in construction and repair contracts 


Because of the significant amount of construction and repair work being 
done by GSA on public buildings throughout the United States, GSA regional 
offices have embarked on a project to stimulate interest of more small con- 
cerns to come in and compete for GSA construction, maintenance, renovation, 
and repair contract work. In keeping with this objective, special arrangements 
have been made to make available necessary bidding documents, including plans 
and specifications, to local contractors’ associations and planning bureaus for 
convenient use by contractors, subcontractors and building materials suppliers. 


Domestic minerals purchase programs 

Small producers of minerals and metals have been encouraged to partici- 
pate in the GSA developed programs for expansion of domestic minerals pro- 
duction under GSA Defense Production Act program. These programs currently 
cover beryl, manganese, mercury, and mica. Programs, now completed, were 
also initiated for asbestos, columbian-tantalum, and tungsten. 

The terms and conditions of these programs have been designed to facilitate 
participation by small business. The Government agrees to buy, over a definite 
period of time, at fixed prices generally above the market price, the production 
offered which meets specifications. Most of the participants are small producers 
who, in many cases, would not be in production at all except for these programs. 
As evidence of interest in these programs, approximately 200 certificates of par- 
ticipation have been issued to producers of beryl, more than 1,500 for manganese, 
and more than 2,000 for mica. During fiscal year 1958, there were active under 
these certificates, approximately 50 producers of beryl, 260 of manganese, and 
600 of mica. 

Under Public Law 733, 84th Congress (Domestic Tungsten, Asbestos, Fluorspar, 
and Columbian-Tantalum Production and Purchase Act of 1956) mostly small 
producers have participated in programs for continued purchase of these items 
after Defense Production Act objectives were reached. During fiscal year 1958, 
only the fluorspar program was in operation, the others having been completed. 


Strategic and critical materials stockpiling 

A domestic purchase program, helpful to small producers, was established 
for chrome ore and concentrates under the Strategic and Critical Materials 
Stockpiling Act. Operations under this program, completed during fiscal year 
1958, were similar to the other domestic purchase programs. Many of the other 
materials acquired for the stockpile are purchased from small business, in- 
cluding, at the present time, metallurgical grade fluorspar and mica. 

Other stockpile programs which are assisting small business are the rotation 
programs for materials such as rubber and cordage fibers where many of the 
companies involved are small firms. In addition, most of the contracts for 
service such as inspection, testing, and maintenance operations are made with 
small business. 


Independently owned metal fabricators 

In its contracts under the Defense Production Act for the expansion of pro- 
duction facilities for primary defense materials, GSA has made provision for 
mandatory allocation of a portion of the expanded production for distribution 
to nonintegrated or independently owned fabricators. Efforts are now being 
made to assure small business a substantial share of such material. Examples 
of this are the contracts for expansion of facilities for the production of 
aluminum. 


Transportation 

In order to simplify transportation document processing by small contractors 
and carriers, GSA has initiated a special project to permit the use of commercial 
practices on small shipments. This includes the use of commercial bills of 
lading in place of the more complicated multipart Government bills of lading 
and the use of petty cash funds. The elimination of the special Government 
certification requirement, a part of this project, was included in last year’s 
report to this subcommittee. 
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Retention of records by business concerns 


Significantly, as a result of the continuing effort of the National Archives and 
Records Service to simplify the records which private industry is required to 
keep, many of them were dropped, shortened, consolidated, or made more specific. 

Furthermore, the GSA-sponsored interagency procurement task force is asking 
all agencies to comment concerning records which they require contractors to 
make and retain in order that such records may be further reduced or eliminated. 


A coordinated small-business program 


The establishment (just as the past year began) of a new Procurement and 
Business Services Division is permitting the development of an integrated ap- 
proach to the problems involved in rendering more effective assistance to small 
business. This is being accomplished through GSA-wide coordination of effort. 

As an example of this overall coordination, this Division has as its responsi- 
bility the provision of common direction to both the small-business activity and 
to the business service centers. Although these centers have been established to 
serve all business, both large and small, the policies guiding their actions are 
particularly designed to aid the smaller firms not especially equipped to partici- 
pate in Government procurement and disposal activities. 

Accordingly, the common direction of both the overall small-business effort 
and of the service centers assures that these centers are properly responsive to 
the needs of small business. 


TASK FORCE FOR REVIEW OF GOVERNMENT PROCUREMENT POLICIES AND PROCEDURES 


As has been previously reported, the interagency task force for review of 
Government procurement policies and procedures was established by the Ad- 
ministrator of General Services in October 1956 to carry out a directive of the 
President that a comprehensive review of procurement policies and procedures 
of executive agencies be made with a view to facilitating and extending the par- 
ticipation of small businesses in work on Government contracts. Its objectives 
are to eliminate needless inconsistencies, simplify procedures, and remove in- 
equities. 

The task force undertaking is a cooperative effort with representation of the 
principal Government procurement agencies, the Small Business Administration, 
the General Accounting Office and the Bureau of the Budget. Because of their 
leading roles, the primary membership of the task force consists of the Depart- 
ment of Defense, General Services Administration and the Small Business Ad- 
ministration. 

An extensive survey was made by the task force to identify basic problems of 
business concerns, especially small business concerns, in participating in Gov- 
ernment contract work and a program undertaken to bring about remedial ac- 
tion in as many of the problem areas as possible. 

Some of the actions significant to small business are described below. 


Federal procurement regulations system 


The development of a Federal procurement regulations system has been un- 
dertaken during fiscal year 1958. Its establishment will provide a framework 
for achieving effective governmentwide coordination of procurement policy and 
procedure. Major benefits are expected to result from more consistent pro- 
curement policies and procedures and through ready accessibility of the regula- 
tions. 


Legislation 


Needed legislation which has been presented to the second session of the 85th 
Congress (S. 3224)* is designed to improve Government procurement procedures 
and expand opportunity for small business concerns to participate in Govern- 
ment procurement work. 

The legislation would permit extension to many agencies of a uniform statu- 
tory charter for procurement which would permit greater consistency in Gov- 
ernment procurement procedures and policies. Agency open market limitations 
would be raised. This would facilitate the making of small dollar amount pro- 
curements from small concerns. The making of advance and progress payments 
to small concerns would be facilitated. 





1S. 3224 became Public Law 85-800, approved August 28, 1958. 
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It would broaden the authority for application of the small business set-aside 
program by providing expressly for its application when set-asides are neces- 
sary to channel a fair proportion of Government procurements to small firms. 
Also, the bill would permit set-aside determinations on classes of contracts as 
well as on individual contracts. These two features relating to the set-aside 
program have been included in enrolled bill H. R. 7963, which would amend the 
Small Business Act of 1953, as amended.” 


Fiscal and financial improvements 


A number of actions have been taken to reduce financing problems of small 
concerns participating in Government procurement work. 

As previously reported, a governmentwide regulation was issued to encourage 
the use of progress payments and standardize the procedures involved. 

A number of actions have been taken to speed up payments due contractors. 
The requirement for special certification of bills rendered to the Government 
has been eliminated. Instructions have been issued to discontinue the taking by 
the Government of unearned prompt payment discounts. Agencies have been 
authorized and encouraged to adopt commercial practices for the submission and 
payment of invoices. In addition, study is underway to determine whether pres- 
ent Government practices actually accomplish prompt payment. 

Action is underway to develop a comprehensive set of cost principles for use 
by all Government agencies. 


Improvement of contracting procedures 


The standard supply contract forms and prescribing regulations have been re- 
vised to establish a broader basis of standardization and to eliminate obsolete 
clauses. A new governmentwide request for quotations form and related regu- 
lations are being developed to simplify and standardize the making of small 
open market purchases. 

A governmentwide regulation on formal advertising is now being developed. 
Its issuance will represent a major step forward in attaining uniformity and 
simplification in Government procurement procedures. 

Action is underway to develop and prescribe new or revised governmentwide 
policies and procedures relating to bidding time; contract delivery scheduling ; 
late bids; determining responsibility of prospective contractors; cancellation 
of procurements; mistakes in bids; liquidated damages provisions; use of bid 
samples and brand name references; quality control and inspection; purchase 
order forms; dissemination of bidding opportunities information; and avail- 
ability of Government specifications to prospective bidders and contractors. 

A governmentwide regulation is being developed to provide for uniform 
administration of small business set-aside programs. 


Government construction work 

Simplified standard forms have been developed for small construction jobs. 
They would replace the numerous forms now used for contracts of $2,000 or less. 
In addition, the existing standard forms, which would continue to be used for 
larger construction work, are under review and definite improvements should 
result. To maintain uniformity, more restrictive limitations are proposed on 
deviations in the use of the standard forms by using agencies. 

A proposed uniform clause is being developed to provide for administrative 
relief to contractors for increased costs resulting from Government suspension 
or interruption of construction work, as a substitute for formal, time-consuming 
judicial proceedings under which only limited relief is available. 

One of the most frequently mentioned areas of difficulty for small concerns 
is that of labor standards provisions of construction contracts. A study is under- 
way designed to develop recommendations for improvements in this area, par- 
ticularly with a view to clarifying the respective responsibilities of the Secretary 
of Labor and the heads of the procurement agencies. Another study is underway 
looking toward improvements in the methods used to procure architect-engineer 
services for Government construction work. 





2H. R. 7963 became Public Law 85-536, July 18, 1958. 
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Mr. Fuoere. During the past year, we have, of course, continued 
the activities that we had in the prior year. We have in every case 
endeavored to improve upon the type of service we were rendering 
to small business. We operate a business service program primarily 
through 13 business service offices scattered all over the country. We 
have recognized that we needed a better and more systematic and uni- 
form method of operating those offices, and we have, I feel, ac- 
complished a good deal in that respect this year. In addition to that 
we have enlarged the field of service that we may give business by 
using our so-called area managers, who are actually business man- 
agers of the buildings that we “operate for the Government. Those, 
of course, also are scattered around the country. We are training 
them so that they can give auxiliary service above that which can be 
given in the 13 offices, We have about 60 of them now, and we have 
just issued instructions and supplied them with certain information. 
Although that won’t be as extensive a service as the other, we still feel 
it will fill a need. 

We have continued our purchases under the law and under work- 
ing agreements with the gnall Business Administration. 

Senator Bree. Before you get into that phase, Mr. Floete, would 
you pardon an interruption? Maybe your statement of last August 
may have furnished the information.’ Where are these 13 business 
service centers ? 

Mr. Frorrr. They are located in our regional offices; that is Bos- 
ton, New York, Washington, Atlanta, Dallas, Chicago, Denver, San 
Francisco, Seattle, and Kansas City. Then we have supplementary 
offices at Los Angeles, Portland Oreg., and Fort Worth. That makes 
the 13. 

Senator Brste. Los Angeles, Portland, and Fort Worth? 

Mr. Forres. Yes, sir; those are not regional offices. The are sub- 
offices, 

Senator Brete. But you have service centers in those three places, 
as I understand ? 

Mr. Fioere. Yes, sir. 

Senator Bratz. Now, how many employees does GSA have in each 
of these business service centers ? 

Mr. Fiorre. A total of approximately 45 in all centers, 

Senator Brntz. That averages out to about 3 to 4 in each business 
center ? 

Mr. Fioerer. Yes, sir; and each of these offices is located generally 
in the most desirable spot in the building. We try to get them on 
the first floor if we can. We haven’t always been successful in doing 
that, but generally that is what we aim to do, and they are very 
efficient offices, well set up and well administered, I think. 

Senator Brie. What grade of people are these 45 employees? 

Mr. Fioere. The top rate is 13, Mr. Ross says. 

Senator Brsiz. You have a top rate of 13 in the offices? Does each 
office carry a top rate of 13? 

Mr. Ross. In 9 of the 10 we have a 13, and in the other one there 
is not a 13 yet. 


1GSA report, dated August 23, 1957, included as appendix XXIV (p. 541) in printed 
hearings before Subcommittee on Government Procurement, Senate Small Business Com- 
mittee—Small-Business Participation in Government Procurement—1957, 85th Cong., 
Ist sess. (supply of this publication exhausted). 
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Senator Brste. Do you know what grade 13 is? I don’t. Is that 
$10,000, $11,000 or $12,000 ? 

Mr. Ross. It must be $10,000 at the present scale. 

Mr. Frorre. I can tell you exactly, under the new pay scale. 

Senator Biste. That is the one we are operating under, with a little 
retroactivity. 

Mr. Fiorre. The bottom of the grade is $9,890, and runs up through 
service to $11,080. 

Senator Brsty. That is a range of about $10,000 to $11,000? 

Mr. Froerre. Yes, sir. 

Senator Brste. Thank you, Mr. Floete. 

May I clear up one—did he say each one of the business centers 
carries a top rate of 13? 

Mr. Fioere. Not all of them: 9 of the 10 main offices do. 

Mr. Ross. The other one is about to be a 12. 

Senator Brste. The other one is about to be a 12? I see. 

Very well, you may proceed, Mr. Floete. 

Mr. Fiorre. We have proceeded in our purchases much as we have 
in the past. We seem to have struck a level during the last 3 years 
that to me is not satisfactory. For instance, in the fiscal year 1956, 
54 percent of our procurement went to small business. In 1957, 52 
percent, and in the first half of fiscal 1958 it was 50 percent. That 
doesn’t look like a very good way to be doing. Of course, we can ex- 
plain that that 50 percent would actually be 56 percent if we excluded 
a very large construction contract that was let during the period, and 
that went to big business. But I don’t think that is sufficient explana- 
ion, myself. We have been very concerned about what we could do, 


whether we have struck a level that we couldn’t improve upon. So 
we have been making a study as to what we might do to either prove 
that that level was about all we could es mee or to improve upon it. 


We have been studying—we have been identifying commodity areas 
to determine in the first place how much small business could expect 
to get out of a certain group of commodities, whether it is 30 percent 
or 40 percent or 50 percent. We get that information through the 
Census Bureau. 

Having determined that and then analyzed our own purchases, if 
we, for instance, think that the census reports indicate that it should 
be 40 percent and we are only doing 20 percent, there is an area that 
we should improve in. Now, we haven’t got it completed, but we 
think that we'll concentrate our efforts on those groups where we are 
now deficient, because undoubtedly we will find groups where we are 
doing 65 or 70 percent. But we think by identifying them in that 
manner, we can bring our level up, which is our objective. Now, if 
that explanation isn’t clear, Mr. Ross perhaps could add something to 
It. 

Senator Bratz. You might care to amplify it to indicate exactly 
what area you are operating in at the present 6 months. I wonder if 
the statistics you give are really comparative. Do I understand you 
to say that the last year you gave what—s6 percent to small business? 

Mr. Fiorre. No; it was 54 percent in 1956, 52 percent in 1957, and 
50 percent this year. 

Senator Brete. That is what I was driving at. What could you 
anticipate you could do in the last 6 months, because you are using a 
6-month comparison against a year? 
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Mr. Froere. Yes. I haven’t got the figures yet, but we just assume 
it will be in that level. 

Mr. Srurs. If you don’t give any big contract as you did last year, 
do you think you will look better in the next 6 months? 

Mr. Fu OETE. It might be, but I don’t know yet how it will come out. 
Actually, in that first 6 months we would have shown 56 percent if we 
had not included this one $25 million construction contract that went 
to a large company. 

Senator Briere. I suppose it is also true that if you did not let a 
contract to big business in the current 6 months, it is bound to come 
up. Wouldn’t it come up to about 56 percent ? 

Mr. Froete. That may be true if other factors are equal. 

Senator Brste. That is all I was driving at. 

Mr. Froere. I think this is a good approach. If it is all right with 
you, I would like to have Mr. Ross explain it a little bit more, because 
itis a good way of doing it. 

Senator Briere. Yes; we'd be glad to. 

Mr. Ross. This statistical manipulation going from 1952 to 1956 is 
interesting, but statistical manipulation never helped meet a small- 
business payroll. As Mr. Floete pointed out, we are going to try to 
identify those commodity areas wherein we feel that perhaps our 
efforts on behalf of small business have not yet yielded to small busi- 
ness the fair share which they should be getting. 

Senator Brste. Would you pardon an interruption at that point? 
Do your statistics reflect the percentages broken down among nine 
regions—how many regions? 

Mr. Ross. Ten regions? But the figures which we use will be 
broken down according to commodity groupings. We talk about 
commodity 

Mr. Fioere. For instance, paper is a good example. 

Mr. Ross. Paper, furniture, office supplies—groupings of that gen- 
eral type. Now, this is our intention, and is, as Mr. Floete has indi- 
cated, a brand-new program. Weare still working it out Although 
there are a number of problems to be worked out on it, it is of sufli- 
cient potential significance that Mr. Floete thought it might be of 
interest to the committee. 

Senator Brstz. The committee is delighted to hear it. 

Mr. Ross. It might be possible to identify these groupings where 
perhaps we are not giving to small business as much as we think we 
ought to be giving; and then, through utilization of our business serv- 
ice centers, intensively campaign to get more small-business firms to 
participate in our procurements in widgets for instance. 

If we find we are not doing as well for small business in our procure- 
ment of widgets as we should be doing, our intention is to have our 
business-service centers go out and beat the bushes to get more widget 
manufacturers to compete. Not only tell them about our procure- 
ment, and what we are in the market to buy; but, actually, to assist 
them; to provide the proper bid documents for them; and lead them 
by the hand, if you will, through the initial stages of becoming a bidder 
on Government procurement. 

You will find that there are many small-business men who, (1) 
don’t even know we are in the market for their products; and, (2) if 
they did know, they don’t know how to get into or participate in our 
procurements. 
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So, the first step is to identify the area of commodity groupings 
where we think we are not doing as well for small business as we think 
we should; and (2) help them to participate. 

Congress said that we were to give a fair share of our business to 
small business. Nobody has defin ed that. 

In short, what we are attempting to do here is to define fair share 
in order to make it possible for us to award a fair share. We think 
that this is like a three- legged stool. First you have to define fair 
share. Second, you have to make available a fair share; and, third, 
you have to assist small business to accept that which has been made 
available. 

This committee yesterday heard a witness testify to the fact that in 
some cases small business was not responsive, or failed to report on 
bids where they might have participated. We would like very much 
to see if we can rectify, to some extent, that problem, which is a problem 
with all of us—trying to assist small business to take that which we are 
making available to them. 

Senator Breue. You feel that in that area there are probably many 
small] businesses that are not aware of the procurement program in 
certain commodities ? 

Mr. Ross. Yes; they are not aware that we have a program, No. 1; 
and they don’t know how to participate, in the second instance. What 
we are trying to do is help them embark on this program. I note, Mr. 
Chairman, that this is a new program, brandnew. We don’t know 
where it is going to take us. It may not work out at all. It would 
take at least a year to get definitive results, I feel. We may find half- 
way along the road that it will cont too much to operate. That is per- 
fectly possible. But at least we are trying to define fair share and 
to help small business to get a tuir share. 

Senator Brere. I think that is a step in the right direction. If 
you do this within the framework of your present personnel or, per- 
haps, if you need to call for additional appropriations—— 

Mr. Frorrr. Yes. 

Senator Brsir. Well, that is a different committee. 

Mr. Ross. There is need for a word of caution in that respect. 

Mr. Fioere. In an effort to disseminate information to the small 
businesses that may be interested, we participated this year in a 
number of statewide meetings. in one case, called by a governor of 
the State; and, in the other places, by the cities where the chamber 
of commerce has taken the lead, and we have supplied a vast amount 
of information. We have gotten it up in a package for them so that 
we can supply it to anybody that wants it, and all for the purpose of 
disseminating information as to how small business can participate 
in Government procurement. 

Senator Brete. Does that type of program seem to be reasonably 
well received by small business? 

Mr. Frorrr. Yes, very well. They have very large attendance 
at, some of these meetings. 

Senator Brste. Are there any small-business contracts forthcoming 
as a result of this dissemination of information ? 

Mr. Frorre. Well, we think so. We a various fields, of course, 
in which small business can participate. GSA, as I think you know, 
actually has three fields of a major atte urement. ns ture. One is 


29316—58——_9 








122 SMALL BUSINESS PROCUREMENT PROGRAMS 
our Federal Supply System, which supplies common-use items of 
operation and maintenance of buildings and offices to other agencies 
of Government; and the second is our Defense Materiel Service that 
buys a substantial amount from small business for the national 
stockpile or supplemental stockpile. The third is our Public Build- 
ings Service, which does all the repairing of Government-owned 
buildings, and the maintenance of those buildings; and we have 
many contracts with small business for those activities. 

In the construction of new buildings, I think in many instances, 
small businesses participate because the range in cost of our buildings 
is so wide that small business can very effectively get into it. So, we 
think participation is growing. 

One of the most important activities that we have conducted this 
year relates to a directive that we received from the President in the 
fall of 1956 to make a study of procurement practices of Government 
for the purpose of eliminating inconsistencies, for making them 
simpler, for making it easier for small businesses to work in procure- 
ment matters. 

We established, soon after that directive was issued, a task force, 
and we are presently operating under that method. ‘That task force 
has proceeded during the past year in two manners: 

First, to identify the actual problems that confront business in 
doing business with the Government. That has taken a long time 
because we have had to go to business organizations, to Government 
procurement people, to associations of professional organizations of 
various kinds, in order that they can tell us just what their problems 
were in dealing with the Government. I think we tentatively identi- 
fied about 75 major problems. Now, we have cut that down, and, at 
the present time, are working on about 35 or 36. 

The problems fall into about five categories: First, fiscal, financial, 
accounting improvements; second, contracting forms and clauses; 
third, bidding and contract procedures; fourth, appraisal of basic 
policies, procurement assistance to small business, specification prob- 
lems, legislation; and, lastly, codification. Just to give you an idea 
of the type of problems that are being worked on at the present time, 
T’ll read a few of them : 

Research and development contracting; contract patent policy; 
small-business set-aside programs; bidding time; brand-name pro- 
curements ; requests for quotations ; supply contract forms and clauses ; 
late bids; procurement information; contingent fees; cancellation of 
advertised procurement; formal advertising procedures; advance 
payments; new contract forms for small construction and repair work ; 
mistakes in bids; and so forth. You see, those are all very practical 
problems to any businessman, and there is great variation at the 
present time among the various agencies as to how they treat these 
particular problems. 

Secondly, working through the task force, we endeavored to secure 
agreement among all procurement agencies, and then there is an issu- 
ance made to correct and to make uniform the procedure in these 
various types of cases. 

We have set a goal for ourselves which may be too optimistic, of 
finishing this phase of the work in this calendar year. At least 3 or 
4 months ago we thought we could do it. Now, we feel it may run 
over into calendar year 1959. 
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Mr. McInarnay. Mr. Floete, do you feel this task force is proceed- 
ing with the speed with which it might be expected to proceed ? 

Mr. Fiorre. No, it is not. I don’t think it 1s any fault of the task 
force, however, or of the efforts of the people who are engaged in it. 

Paul Barron is the Executive Director, sitting here on my left, and 
he is very, very much interested. He has a wide knowledge of Gov- 
ernment procurement and is deeply interested in this subject. GSA 
takes the lead in this, and at the present time, we have seven tech- 
nical people working full-time on this, besides a certain number of 
clerks to assist them; but we have to rely upon other agencies to make 
part of these,studies. 

Mr. McInarnay. You mentioned the set-aside project. a moment 
ago. Is it not true that there has in the past been a study group to 
delve into this question ¢ 

Mr. Fvorre. Paul will answer that. 

Mr. Barron. A study group was established to get out a uniform 
procedure for making nt ealdel because of some inconsistent proce- 
dures used in agencies, in fact, within a single agency. 

A draft of governmentwide uniform set-aside procedure was gotten 
up, but that was deferred because the Small Business Act, the amend- 
ment, that is, of the Small Business Act, was imminent. Now that 
the act has been passed,' as of last week, that group was reactivated 
to redraft it to take into account the changes that have been made in 
the law. For example, as you know, as a result of task force proposals 
the legislation, the Small Business Act, now contains a revision of the 
basis for making set-asides. 

Mr. McInarnay. Mr. Barron, didn’t this study group come up with 
a standard operating procedure and a statement of policy on set- 
asides / 

Mr. Barron. Yes. 

Mr. McInarnay. Didn't all the members of this study group concur 
in the result of their study ? 

Mr. Barron. No, sir. There were some residual differences. 

Mr. McInarnay. They were all thrashed out, though, were they 
not ¢ 

Mr. Barron. With the exception of 1 or 2, and some technical 
points. For example, the Comptroller General had ruled that the set- 
aside procedure did not apply to construction. 

Mr. McInarnay. You said that when the study group came for- 
ward with its results, the Small Business Act amendment was immi- 
nent. How long ago did the study group give you the product of its 
work? 

Mr. Barron. Well, the study group came up with its draft some 3 
or 4 months ago, I believe it was. 

Mr. McINnarnay. I think if you will check, Mr. Barron, this report 
was submitted in January of 1957. 

Mr. Barron. I might explain that when a study group submits its 
proposal, that proposal then goes through a further processing. The 
task force staff itself reviews it, and very often within the study group 
itself, it is not always uniform. There are frequently minority views. 
And in order for the task force, which acts as a policy-deciding group, 


1 Public Law 85-536 (H. R. 7963), Small Business Act of 1953, as amended, approved 
July 18, 1958. 
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to have all the data at their command to make a decision as to what 
the correct course of action should be—— 

Mr. McInarnay. Does it take 18 months to put this together after 
the study group gives you its preliminary results ? 

Mr. Barron. No, it does not take that, and I might say that the 
original draft of the study group was subsequently revised a number 
of times to take into account a number of technical considerations 
which were not first included. One of our basic problems here on 
this task force work is to make sure that we don’t rush through any 
ill-considered paper which will not work in operation, so we have been 
as careful as we can be in making sure that the paper, when issued, 
will actually work. 

Now, in this case, there was a delay after the study group had de- 
veloped this paper, but I say that it was based in part on some differ- 
ences of opinion, and then, secondly, some technical questions, such 
as one of whether or not it could be made applicable to construction. 
The Comptroller General had ruled that it was not applicable to con- 
struction, and the study group had made it applicable. So we had an 
outright question as to the legal validity of that application. That 
was on that question. 

Then there were 2 or 3 technical points which were in the process 
of consideration when action on the act itself appeared to be immi- 
nent, at which time we agreed to defer action until the act was passed. 
The act has been passed, and as of last week, the group has been re- 
constituted to redraft the report, and we hope to get it out in a few 
weeks. 

Mr. Struts. You don’t think it will take another 18 months? 

Mr. Barron. No, sir. 

Mr. McInarnay. You agree, then, that 18 months is too long? 

Mr. Barron. It is too long after a group has drafted a final paper. 
I would like to point out that this was not a final paper. There were 
problems involved. 

Mr. Fuorre. We supply as many people as we can to study these 
proposals, and the other agencies to whom we assign people for making 
specific studies have been very cooperative, but obviously men assigned 
to work on these things have other duties, perhaps, that they need to 
perform, so it can’t be accomplished as expeditiously as we w ould like. 
We would like to get this out of the way. 

Mr. Sruuts. Has the Defense Department put full-time people in 
it, as you have, to work with Mr. Barron and his group ? 

Mr. Fuoerr. Yes, sir; I think they have. The task force is now con- 
stituted of 2 from Defense, 2 from GSA, and 1 from Small Business 
Administration. Mr. Barron has something to say on that. 

Mr. Barron. On this question of agency participation, I think it is 
important to know, and I have a breakdown here, of how agencies have 
participated. On the task force itself there are 2 Defense persons, 
2 GSA people, and 1 from SBA—that is the task force itself. On our 
staff we have 7 professional people from General Services and 1—that 
is, 2 from SBA and 1 full-time person from the Defense Department. 
However, this doesn’t tell the real story, because the detail work in 
developing these remedial solutions to these problems is in the study 
group and special projects area. In that area we have in total 174 
assignments of persons from the different agencies working on these 
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projects. The Defense Department heads the list. They have 46 
assignments to these projects, and quite a number of the chairmen of 
these study groups on each of the problems are, in fact, Department 
of Defense personnel, or personnel from one of the military 
departments. 

Mr. Sruvrs. They are assigned this duty, however, in addition to 
their regular duty ? 

Mr. Barron. Yes, sir; it is a part-time assignment, and this is neces- 
sary because, if we don’t get the people who work in the operations on 
this, we'll never get a practical solution to these specific problems. 

Mr. Struts. You would generalize that you are receiving good co- 
operation from other Government agencies, with particular reference 
tothe military departments ? 

Mr. Barron. Yes, sir; we are receiving, I would say, excellent coop- 
eration. For example, the Interior Department has 17 assignments; 
Small Business Administration, 12; Commerce Department, 12; 
Atomic Energy Commission, 11; Agriculture, 11; and Veterans’ Ad- 
ministration, 9. Also, there is something unique here. We have also 
assignments from nonexecutive agencies. The General Accountin 
Office has made 6 assignments, and even an agency like the Nationa 
Science Foundation, with 2 assignments; a very broad representation 
in Government to get at the root of these problems. 

Mr. McInarnay. Mr. Barron, in the last month or two, another 
study group has come up with recommendations on distribution points 
for specifications; is that true? 

Mr. Barron. Yes, sir. 

Mr. McInarnay. Do you expect that in this report you can resolve 
your differences in a shorter length of time? 

Mr. Barron. Well, the study group came up with a sort of tenta- 
tive recommendation for centralized distribution points for specifi- 
cations. As you know, and as the task force has determined, the 
question of businessmen being able to get specifications has been a 
very serious one. I think everybody admits it, and I think this com- 
mittee has been interested in this over the past few years. So we 
have taken it upon ourselves to try to get at the root of the problem. 
The root of the problem requires us to go into each agency, particu- 
larly the military departments. We have got the military depart- 
ments to agree—the Defense Department—to make a very detailed, 
comprehensive survey of the entire system for printing and distribut- 
ing specifications, including the points at which they are distributed 
and how long it takes between the time the request is received and 
the time it is sent out; how long it takes to reorder specifications 
when they are out of print; the financial aspects of it, and this will 
take some time. 

Senator Brsie. Mr. Floete, do you have anything else to add to 
your very fine statement here? I want to commend you for your 
interest in this subject. 

Mr. Fiorre. That summarizes about where we stand. 

Senator Brste. I see that you say that in 1957, the first 6 months 
of 1957, you made procurements of $221,222,579, as stated in the 
attachment to your statement. (See p. 117.) How many employees 
does GSA have? 

Mr. Frorrr. Approximately 27,500. 
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Senator Brste. How many GSA employees are directly chargeable 
to procurement ? 

r. Frorre. To procurement? You mean actually employed in 
the ) procurement process! q 

Senator Brstz. Employed by GSA that could be chargeable to 
procurement; yes, sir. 

Mr. Froere. I couldn’t guess on that. I could get it. I couldn’t 
make a guess, but I could supply it. 

Senator Bree. I wish you would supply it for the record.* I think 
this new study you have outlined is worthwhile. I would think 
that it might prove helpful in developing more for small business. 

I want to commend you on your fine statement before the commit- 
tee. It was very well done. 

The next witness is Mr. James T. Pyle, Administrator of the Civil 
Aeronautics Administration. 

Mr. Pyle, it is a pleasure to welcome you to a different committee. 
You might identify the other members of your group for the com- 
mittee. 

Mr. Prix. Thank you, Senator. 


STATEMENT OF HON. JAMES T. PYLE, ADMINISTRATOR, CIVIL 
AERONAUTICS ADMINISTRATION, WASHINGTON, D. C., ACCOM- 
PANIED BY R. P. BOYLE, GENERAL COUNSEL; RAY E. MULARI, 
CHIEF, PROCUREMENT DIVISION; AND KARL E. VOELTER, 
GENERAL AVIATION ADVISER 


Mr. Pyte. I have with me Mr. R. P. Boyle, General Counsel of 
the Civil Aeronautics Administration; Mr. Mul: iwi, Chief of Pro- 
curement Division of the Civil Aeronautics Administration; and Mr. 
Karl E. Voelter, general aviation adviser of flight offices and air- 
worthiness, and so on. 

Senator Brste. You may proceed in your own manner. 

Mr. Pyte. Mr. Chairman and members of the committee, I would 
like at the outset to thank the committee for inviting me to appear be- 
fore you and report on the small-business policies, procedures, and 
programs of the Civil Aeronautics Administration and the progress 
made during the past 12 months. 

The Civil Aeronautics Administration’s program for participation 
in the small-business set-aside program began as the result of an agree- 
ment between the Small Busines Administration and the Department 
of Commerce, entered into on October 11, 1956, a copy of which is 
attached (attachment No. 1).? 

Pursuant to the terms of such agreement, it was agreed that the 
parties utilize the authority of section 214 of the Small Busines Act 
of 1953, as amended, to effectuate the declared policy of the Congress 
that a fair portion of Government contracts shall be placed with small- 
business firms. 


1 Following is information subsequently supplied by Mr. Floete in a letter dated August 1, 
1958, to Senator Smathers: 

“As of June 30, 1958, 676 employees were engaged in procurement activities incident 
to GSA’s normal supply mission. This excludes special-purpose projects such as reim- 
bursable activities on behalf of ICA and the national stockpile. The foregoing number 
includes actual buyers as well as clerical support.” 

2 For attachment No. 1, see exhibit VII (f), p. 139. 
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To carry out this program, the parties further agreed to set aside 
appropriate procurements, wholly or in part, for small-business com- 
petititon. Under the agreement, the Small Business Administration 
would screen procurement requests of an agreed-upon valuation, and 
requests that set-asides be made. 

However, only those procurements which were determined to con- 
tribute to the maintenance or mobilization of the Nation’s full pro- 
ductive capacity were made subject to set-asides. 

The Department of Commerce, on its part, agreed that its con- 
tracting officers would provide for ‘the set-asides requested unless such 
officers determined that they were inconsistent with the program re- 
quirements of the Department ; ; constitutes unsound procurement; or 
adversely affects the interests of the procuring agency. 

It was quite late in the fiscal year 1957 before all the mechanics of 
the plan were worked out and the procedures fully implemented 
throughout the Civil Aeronautics Administration. 

Under the procedures now in effect, all procurements over $1,000 
are personally reviewed by representatives of Small Business Admin- 
istration. While the final decision on set-asides under the agreement 
is left to the contracting officer, in all but a fraction of 1 ——— of the 

cases, the recommendations of the Small Business Administratiton 
he e been accepted. 

The set-aside program has been on an all-or-none basis; in other 
words, no partial set-asides have been made. The Civil Aeronautics 
Administration believes that partial set-asides would be difficult to 
administer and would add a contractual workload in awards and 
inspection, 

Senator Brete. Right there, Mr. Pyle, could you give me an example 
of what you are saying ? 

Mr. Pye. I believe it would be better if Mr. Mulari responded to 
this point, if this is in order, Mr. Chairman. 

Senator Briere. I think that would be all right. 

Mr. Murari. This is the point we are trying to make: In the case 
of partial set-asides, it was originally intended under the program of 
the Small Business Administration to advertise in a given invitation 
for a total quantity, and reserve a portion of the total quantity for 
a small-business award. That w roabl mean, evidently, that you would 
have 2 contracts for each commodity; you would have 2 sets of files, 
and you would have to make 2 inspections with 2 points of delivery. 
It would, in that way, duplicate the workload. What we have done 
in our program is isolate commodities—not portions of given items, 
but total commodities, for specific purposes. 

Senator Bisie. Well, give me an example. 

Mr. Mutart. In the case of relay racks, for instance. They are metal 
racks that stand about 7 or 8 inches high and are about 28 inches wide, 
and we use them inthe CAA. 

That is a commodity that small-business firms can produce, and we 
will always set those aside for total production by small business. 

Senator Brae. That is total set-aside ? 

Mr. Mutart. That is right. 

Mr. Srvurrs. It may be broken up between two small businesses, 
within the set-aside program, in case you needed a large quantity? 

Mr. Mvtart. It could be broken up, but the regulations we work 
under don’t allow it to be divided between two firms. 
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Senator Brstz. What you are saying is that one small business gets 
all the contract quantity under a certain contract ? 

Mr. Morar. That is right. 

Senator Bratz. What isa partial set-aside ? 

Mr. Mutari. That may be a situation where we advertise for, let’s 
say, transmitters. We advertise for 1,000 transmitters. The regula- 
tions would allow you to say in the invitation that 800 of these will be 
awarded to big business, and 200 will be awarded to small business. 

Senator Brste. You don’t do that? 

Mr. Murari. No. 

Senator Biste. Why don’t you doit? I understand your example. 

Mr. Mutant. The reasons we stated here are that it would increase 
the workload on our shop at the present time. Because of the intensified 
navigation facility program, we already have a burdensome load. 
For that reason, we have agreed with Small Business—they have 
agreed with us, rather—the Small Business Administration—that this 
partial set-aside is not an effective means of dividing the business, 
anyway. 

There is another point that needs to be considered, that regulations 
require that in the case of this partial set-aside I indicated—800 to 
big business and 200 to small business—you need to negotiate the 
small-business firm down to the lowest price that you paid to a big- 
business firm. In other words, if you pay $500 a unit for 800 units, 
to big business, you would have to negotiate a small-business firm down 
to $500 a unit for the 200 units you give to them. 

It appears to me, at least, that it would be somewhat unfair. I 
think that there should be some bonus that we could give to small- 
business if those partial set-asides are used. 

Senator Birnie. Has the CAA ever used partial set-asides? Is this 
a new policy, or has it been the policy ? 

Mr. Mutart. It has been the policy of the CAA. 

Mr. Pye. I would like to speak to one point which Mr. Mulari 
has made: 

We are working under a strong mandate of the Congress to effec- 
tuate the implementation of our Federal Airways program. I think 
you are familiar with it. 

Senator Brerz. I am familiar with it, and I think you can’t go too 
fast. 

Mr. Pye. We are very careful not to have any delays injected into 
the program of any group. I would like to say that Mr. Mulari 
and the whole general services group are working many hours over- 
time in order to: carry forward the mandate w hich C ongress has given 
us. They are doing a fine job, and I am very proud of them. 

Mr. Srutrs. You don’t see, Mr. Pyle, a situation where giving the 
contract to one firm would give you a considerable backlog which 
could be cut by giving the same contract to several firms—by dividing 
it 2or3 ways? 

Let us say a thousand transmitters might take a firm, which also has 
a lot of military work, 18 to 24 months. You might be able to split 
it up among 4 or 5 firms, who could get it to you in 8, 10, or 12 months. 
Furthermore, if inspection is at the point ‘of deliv ery, it makes no 
difference to you, it would seem, whether you have it coming from 

8 different plants or from 1 plant. The inspection is done at the 
aieee point. 
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Mr. Mutart. In our case, the inspection of the equipment is made 
at the factory. We have resident inspectors at each of the plants. 

Mr. Sruurs. I made iny question in two parts. How about the 
first part of it? 

Mr. Mutart. Insofar as deliveries are concerned, we take this into 
consideration when we issue what we need in an invitation. I can’t 
recall any instance where there has been a situation where a concern— 
assuming it is a small business, for example—has not been able to 
agree to meet our schedule of deliveries. 

“Mr. Stuurs. You have not gotten into that sort of quantity, let us 
say, as military has in many of their items? 

Mr. Mutart. No, we have not. 

Mr. Pyte. I think there is another point, too, Mr. Chairman. For 
example, take transmitters. 

The initial production—let’s say the preproduction model—to be 
sure it meets specifications, this is where the time is taking place. 
Once it gets on the production line, it goes fast. So that the time 
element is really in the time to prepare the first unit, test it, be sure 
it meets specifications. Then it goes into production and goes fast. 
Isn’t that so? 

Mr. Mutart. Yes, sir. 

Mr. McInarnay. Mr. Pyle, I don’t quite understand. You say you 
don’t make partial set-asides because that would increase your work- 
load. Then you say your program is urgent. You don’t really think 
that it is any more urgent than the logistics phase of the Department 
of Defense, do you? 

Mr. Pye. No, I don’t think so, from the standpoint that they are— 
they obviously have a very important mission to perform. But we 
do feel that we have a directive from Congress to go just as fast as 
we possibly can in the procurement of the electronics and other com- 
ponents of our Federal airways plan. This, I think, we would all 
agree, is of utmost importance from the standpoint of safety in the air 
to users of airspace, civil and military both. I just feel that there is 
no higher priority in Government in this area 

Mr. McInarnay. Well, it just seems that if they can make partial 
set-asides, you should be able to work it in somehow, and it would 
increase—if you break down your procurement requirements, it would 
increase the small business share. 

Mr. Mutart. I don’t say we can’t make partial set-asides. It can 
be handled with a certain amount of extra work. But the point I 
would like to make is our set-asides are made generally on the basis of 
the type of commodity. If we decide, for ex xample, with SBA repre- 
sentatives, that radar equipment cannot be made by small-business 
firms, there would be no purpose in setting aside a portion of that for 
small business, for example. 

Senator Brste. Put me clear on who makes this decision. 

Mr. Mutant. It is a decision made initially by the SBA. 

Senator Breie. One individual has this power to make this decision 
as to whether something should be set aside for small business? This 
is one man’s interpretation, you mean ? 

Mr. Mutart. Let me make this point. We have one representative 
who visits our office in Washington about every other day in the 
week. We gather all our procurement requirements, our requisitions, 
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as we get them in the procurement office. He reviews those, based 
upon the knowledge he has, or upon a consultation he may make with 
his office. He makes a determination as to whether this should be a 
set-aside or not a set-aside. 

Senator Brsze. Is that binding? 

Mr. Mowart. It is not binding, no. Under the agreement we have 
with SBA, we have the final decision whether it should or should not 
be set aside. 

Senator Bratz. That goes back to your contracting officer? 

Mr. Muuari. Yes, sir. 

Senator Brste. Go ahead, Mr. Pyle. 

Mr. Pyrite. Additionally, the determination as to whether or not a 
procurement should be set aside is made on the basis of the nature of 
the item rather than the dollar volume of the procurement. It is our 
opinion that generally a firm capable of undertaking production of 
any quantity of an item can, through the means of financing now 
available, especially the provisions of progress payments, satisfacto- 
rily produce the total quantities that we desire. 

The Civil Aeronautics Administration has not established any for- 
mal program for the direction or control of set-asides in subcontract- 
ing. It appears, however, that a substantial portion of the compo- 
nents needed for even the most complex equipment must come from 
small-business firms. We have learned in our association with produc- 
ers that such items as cabinets, panels, chassis, transformers and many 
other electrical and electronic components are usually purchased from 
small-business firms. 

During the fiscal year 1958, the Civil Aeronautics Administration 
reviewed all procurement requirements in excess of $1,000 with Small 
Business Administration representatives to determine whether set- 
asides would be consistent with the CAA program requirements and 
the intent of the Small Business Act of 1953. These reviews were 
made pursuant to the terms of the agreement of October 11, 1956, 
and set-asides were agreed upon in all instances where the joint re- 
view indicated that such actions were consistent with the CAA pro- 
gram requirements and did not constitute unsound procurement ac- 
tions or practices. Asa result of such review, agreement was reached 
in all but a fraction of 1 percent of the procurement reviewed. The 
objective of the CAA is to make the greatest number of set-asides 
possible. However, it must be kept in mind that our program is such 
that new complex electronic items are required involving design, engi- 
neering and production to a performance specification. For such 
types of new items, it has not been possible in some instances for the 
CAA to set aside. It is felt that in the first procurement of this na- 
ture, to assure the safe and efficient control of air traffic, maximum 
advantage should be taken of the capability of the entire electronics 
industry, both large and small producers. 

Significantly, during the fiscal year 1958, as a result of the publi- 
cizing of CAA procurement set-asides for small business, a consider- 
able number of new small-business concerns have been’ bidding on 
CAA invitations. On the whole, the CAA’s relationships with small- 
business firms has been satisfactory and approximates our experience 
with large firms. As a result of the Department of Commerce-Small 
Business Administration agreement, the policy and practices of both 
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the Small Business Administration and the Civil Aeronautics Ad- 
ministration are in complete harmony and we believe that we are ac- 
complishing the objectives intended by the Congress in enacting the 
Small Business Act of 1953. 

We have included as part of our statement a schedule which is des- 
ignated as “Attachment No. 2” indicating the progress of the CAA 
small-business program for the fiscal years 1957 and 1958. 

(The material referred to is as follows:) 


ExHIBiT VII (a) 
[Attachment 2] 
CAA small-business procurement 


| 




















1957 1958 
merrier 
| Amount | Percent | Amount Percent 
1. Requisitions reviewed by SBA____......-.....----.--- | (1) Soe kee | Geen aetnan 
ie ND WII oid dd cUuans dacdeavenssewesncs | (1) ieacwucass | 203 36 
3. Contracts resulting from set-asides__..............---!| Q) retest al Pe eae 
4. Total contracts awarded: | 
Oe i ie cn mainland nial 232 | 62 485 60 
UES fy ans coscsarncchebiancotegeaabanwanees 142 | 38 | 329 | 40 
5. Value of awards: ee r | 
[ol GINO oe bo ceca danddasaadine | $9,919,000 | 22 | $23, 475,000 29 
Cp EEN oo bn cso -od8 see enn aay elaesdaau meas | 36, 205, 000 | 78 | 58, 293, 000 71 
ES. sb-o nce cecncimencnbarsapiaehemanae | 46, 124, 000 ahd sina Ch, TUR SEP 1. «2 nce 
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1 Figures not available. 


We also have, Mr. Chairman, a revised tabulation which includes 
our field activities, and is a further breakdown of procurement for 
those procurements in excess of $25. 

(The material referred to is as follows :) 


ExuHIsit VII (b) 


Civil Aeronautics Administration—Report on procurement purchases of more 
than $25.00 


Number of Dollar amount 

















| actions 

s anilthcalaaeaainias tonsil = = sieht Dicat atclran tele iariith diam aaectestiaislail 

Total | | Total 

} | Small | Small business | Other 

busi- | Other | cae inal tiiticaniniilige hina 

ness | | | 
| Amount /| Percent} Amount Percent 

tiigitilaani nae a nail teat aR OTS Seema cieiiontnieenting 
Bes desided 143,046 | 1 33, 086 17, 260 /'$1 17, 034, 836 | | $49, 321, 353 | 42 1 $67, 713, 483 58 
SOTA iceaccaseinal am | 29,535 | 8, 867 | 75, 853, 707 31, 500, 642 | 42 44, 353, 065 | 538 
oe nctucetusiecl Sa 20,147 | 6,140 15, 782, 113 | 9, 368, 646 | 59 | 6, 413, 467 41 


1 These figures do not include Reg. 5 (Anchorage) or Reg. 6, (Honolulu). 


Senator Briste. If I read this attachment to the statement cor- 
rectly, Mr. Pyle, what you are indicating is that in fiscal year 1958 
you placed $33 million in awards, as compared to $9 million in the 


preceding fiscal year. You show no figures earlier than that. You 
were making no CAA procurements, or Congress wasn’t giving any 
money in these lean years? What is the reason? You show no 
money for 1956, 1955, and 1954. 
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Mr. Mutant. May I explain that? The reason for that is that the 
inquiry we received from the committee initially seemed to indicate 
that you wanted our experience since our association with the Small 
Business Administration in the set-aside program. 

Senator Brstz. That may be a good explanation of it. I wasn’t 
aware that the inquiry was limited that much. 

Mr. Mourarr. That latest tabulation goes back as far as 1956. 

Senator Brste. I think you have 1 additional year in this latest 
addition. 

Mr. Pyte. I would also point out that prior to 1956, they were the 
lean years to which you referred. 

Senator Brie. Very lean. Unnecessarily lean. I am delighted 
that we are doing a little bit to remedy that situation. I think we 
could do even more. 

Mr. Srutrts. These figures do show that your total procurements 
have gone up about 8 times in the last 2 years; isn’t that right? 

Mr. Pytxz. That is correct. 

Mr. Sruurs. This is one reason why your assistants, I’m sure, find 
themselves working overtime, and find it a little more difficult to work 
through all of these procedures than the military might. 

Mr. Pye. We have put, Mr. Chairman, an almost unbearable load 
on our procurement and our engineering people. As you point out 
quite correctly, we have increased our procurement in ‘the neighbor- 
hood of some, I think, $3.5 million in 1955 to $143 million last year. 
Those are the contracts that were placed during the fiscal year. This 
is a tremendous increase, as you can well appreciate. 

Senator Biste. Mr. Pyle, I was reading this exhibit Mr. Boyle 
handed me. Why don’t the figures on this exhibit agree with the 
figures on attachment 2 ? 

Mr. Mvtarr. Attachment 2 to the report includes only the Wash- 
ington office procurement, and includes only the procurements of 
$1,000 or more which were subject to review by the Small Business 
Administration. The new tabulation—— 

Senator Bratz. That includes all purchases throughout the agency of 
over $25; is that correct? 

Mr. Mcwart. That is correct, sit 

Senator Brere. Your last exhibit is far more favorable to you than 
the attachment; isn’t it ? 

Mr. Moutart. Yes, sir. 

Senator Brere. I wonder why you used the attachment ? 

Mr. Moutarr. We tabulated this later. 

Senator Brete. I see. Well, you make a better case. 

Mr. Srotts. Except that on attachment 2, Mr. Chairman, you will 
notice their small-business percentage of these larger contracts has 
gone up in 1 year from 22 to 29 percent, whereas this piece of paper 
that Mr. Boyle handed us takes c: are of all local purchases, where they 
go out and buy from the store and that sort of thing, which I assume is 
ordinar ily going to be considered a small-business purchase, probably 
more of a shelf-item type of purchase than would be the thousand- 
dollar contracts or more let in the Washington office. 

Senator Breze. It is also true that the last exhibit reflects all the 
business you have contracted ? 

Mr. Motart. That is true, and I would like to point out that the 
last exhibit also includes a significant amount of construction in our 
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field offices. As the report here says, most of that goes to small 
business. 

Senator Bratz. You say these figures do not include Anchorage or 
Honolulu? Why don’t you include them ? 

Anchorage is considered to be on an equal footing with us. 

Mr. Mvutart. Yes; their reports are not due here until July 30 for the 
quarter ending June 30. 

Senator Brae. That would seem to be a good explanation. 

You may proceed, Mr. Pyle. 

Mr. Pyze. Mr. Chi uirman, if it would be helpful, we would be glad 
to submit for the record the additional figures as they come in. 

Senator Bree. I think we should have them to complete the picture. 
I think you have made a good explanation why you don’t have them, 
but I think we should have them.’ 

Mr. Srutrs. When you build a tower or an instfument landing fa- 
cility, you let the contract yourself¢ You don’t go through GSA or 
anybody else? 

Mr. Mutant. That is right. We let all the contracts in the field that 
relate to the establishment of our facilities. 

Mr. Pye. Shall I proceed, Mr. Chairman? 

Senator Brsie. If you will, Mr. Pyle. 

Mr. Pyte. Some data included in the fiscal year 1958 is not included 
in the fiscal year 1957 figures because the small-business program was 
not fully implemented until late 1957. In addition, the monetary 
amounts included in the schedule are only those of the Washington 
office. Field office data is not available and is not considered really 
significant for this purpose since most of the field contracts are for 
construction and are relatively small, ranging from $10,000 to $100,000 
and are performed almost exclusiv ely by small-business firms. This, 
I think, has been corrected. I think we should have revised that, 
Mr. Chairman. 

Senator Bisix. It is understood to be revised by addition of the 
exhibit. 

You may procceed. 

Mr. Pyrite. I would like to particularly bring to the committee’s 
attention “Other activity.” 

In a different area, the CAA has undertaken a completely different 
activity designed to ‘aid the small businesses of the aeronautical in- 
dustry through the programs of the Small Business Administration. 

Senator Binir. At that point, might I ask you a question, simply 
for information’ How many sm: ll businesses are there throughout 
the United States in the aeronautical industry, as you cl: assify it? 
Are we talking about a thousand small businesses, 500, 1,500? 

Mr. Mutart. In the thousands, but I wouldn’t hazard a guess as to 
how far it goes. 

Mr. Vorurer. It is in the thousands, 

Senator Breie. Two thousand, three thousand, or four thousand ? 

Mr. Vor.rer. 1 would think so. Fixed-base operators are stationed 
at all the airports throughout the country. At many airports, there 
are 4 or 5 fixed-base operators, and they, of course, are small busi- 
nesses. 


2 This information was not available at the time this record went to press. 
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Senator Brie. What is a fixed-base operator? 

Mr. Vorurer. A fixed-base operator is the aircraft operator dele- 
gated or contracted on the field to handle various phases of all general 
aviation. That includes sales, service, instruction, photography, and 
all of the things that go to make up the general aviation program. | 

Mr. Pyzz. Mr. Chairman, I think there are also two other activi- 
ties—basically, maintenance and the service include, sometimes, a very 
large activity in the fueling of aircraft. I think there is another area, 
also, that we must take into account, and that is those small businesses 
which serve us. In other words, sell us products. I think Mr. Mulari 
was talking there—the thousands he mentioned were in the procure- 
ment area. 

Senator Brste. I had primary reference to procurement. Give me 
an example so that I can understand what you are talking about. You 
say there is a smgll business in the aeronautical industry. What 
would he sell to CAA, for instance ? 

Mr. Mutart. Well, for example, on the east cost, we have a number 
of small-business firms in the New York area who bid regularly on our 
procurements. Amplifiers is a commodity that can be produced by 
small business, and generally is. We have firms like Munston, out on 
Long Island. 

Senator Brste. What do you buy from them ? 

Mr. Mutartr. Amplifiers. Amplifiers for our radio equipment. 
Also, they furnish control panels, all kinds of smaller assembly prod- 
ucts that go to make up a complete facility. 

Senator Brste. That is the type of small business in the aeronauti- 
cal industry to which you refer / 

Mr. Mvtart. That is right. 

Senator Brate. The type of business to which Mr. Voelter refers is 
maintenance, and so on? 

Mr. Voetrer. That is right. 

Mr. Pye. Maintenance and service of small aircraft all over the 
country. It isa very important part of general aviation activity. 

Senator Biste. I understand. Please continue, Mr. Pyle. 

Mr. Pye. Something over 2 years ago, we became concerned over 
the fact that, throughout the United States, many expensive personal 
and business aircraft were unable to secure adequate hangar storage 
at small airports. The only facility at these airports for such aircraft 
was out-of-doors, tie-down areas. It is not reasonable to assume that 
an individual or a business will consider the expenditure of somewhere 
between $10,000 and $30,000 for an aircraft and then be compelled to 
store in out-of-doors, tie-down areas. This segment of the aviation 
industry and the fixed-base operators who serve that segment of the 
industry needed then, and still do need, more adequate hangar 
facilities. 

I would like to quote, if I might, Mr. Chairman, from a letter that. 
we received from J. B. Hartranft, president of the Aircraft Owners & 
Pilots Association. 

Senator Brste. That may be incorporated in full in the record at. 

just quote out the part of the 





the conclusion of your statement. You j 


letter you would like. The full letter will go in. You read the part 
you want, 
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Mr. Prue (reading) : 


The Aircraft Owners & Pilots Association, now approaching a membership of 
60,000, finds that housing for general aviation aircraft has become one of civil 
aviation’s most serious problems. There is a strong demand for hangars, large 
and small, at both publicly financed and privately owned public-use landing 
fields. The hangar shortage is retarding the distribution and use of private and 
business aircraft today, and we need the cooperation of the Civil Aeronautics 
Administration in finding the right solution of the problem. 

Our sampling surveys indicate that there are more than 73,000 active civil 
aircraft in the United States today (excluding scheduled-airline aircraft) and 
less than 30,000 can be accommodated in any type of hangar. This means that 
by this year’s end more than 43,000 aircraft owners will be trying to find hangar 
space at monthly rental figures ranging from $25 to $40 per aircraft. It means 
that there is an urgent demand for at least $90 million worth of aircraft housing 
at the Nation’s airports, and that an additional hangar investment of about 
$10 million a year will be needed to satisfy the growing number of business air- 
craft Owners. 


So, there is a very sizable demand for this type of facility. 

Senator Biste. How many private planes are there in the American 
air today ? 

Mr. Pyix. Mr. Hartranft cites a figure of 73,000 active civil air- 
craft. Ithink this agrees closely with our figures. 

Senator Biste. How does that compare with commercial aircraft? 

Mr. Prue. Well, there are about 1,700 air-carrier aircraft. Those 
are the scheduled air-carrier aircraft. I would say there are about 500 
additional nonscheduled. 

Senator Biste. Approximately 75,000 privately owned aircraft. 

Mr. Pye. That is correct, sir. 

Senator Brate. Thank you. 

(The letters referred to follow :) 


ExuHisit VII (ce) 


AIRCRAFT OWNERS & PILOTS ASSOCIATION, 
Washington, D. C., October 24, 1956. 
Mr. JAMES T. PYLE, 
Acting Administrator of Civil Aeronautics, 
Civil Aeronautics Administration, Washington, D.C. 

Dear Mr. Pye: The Aircraft Owners & Pilots Association, now approaching 
a membership of 60,000, finds that housing for general aviation aircraft has 
become one of civil aviation’s most serious problems. There is a strong demand 
for hangars, large and small, at both publicly financed and privately owned 
public-use landing fields. The hangar shortage is retarding the distribution and 
use of private and business aircraft today, and we need the cooperation of the 
Civil Aeronautics Administration in finding the right solution of the problem. 

The problem is one of initial financing for hangars that range from the mini- 
mum $1,500 T hangar to the typical 120- by 160-feet service hangar costing 
$200,000 or more. Every one of the estimated 6,500 utility or business aircraft 
to be sold by the aircraft manufacturers this year will need a hangar. The 
4,434 aircraft produced in 1955 created a demand for hangar space which has 
not been satisfied. Our sampling surveys indicate that there are more than 
73,000 active civil aircraft in the United States today (excluding scheduled air- 
line aircraft) and less than 30,000 can be accommodated in any type of hangar. 
This means that by this year’s end more than 48,000 aircraft owners will be try- 
ing to find hangar space at monthly rental figures ranging from $25 to $40 
per aircraft. It means that there is an urgent demand for at least $90 million 
worth of aircraft housing at the Nation’s airports, and that an additional hangar 
investment of about $10 million a year will be needed to satisfy the growing 
number of business aircraft owners. 

To give a few typical illustrations, Tulsa Municipal Airport (Oklahoma) with 
general aviation traffic amounting to 65 percent of total operations, has 160 
based general aviation aircraft accommodated in 10 service-type hangars, each 
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unit about 120 by 160 feet. There are at least as many aircraft tied down await- 
ing more hangar accommodations and this group has a strong interest in the 
T-type hangars which are nested together in groups of 10. Two of the Tulsa 
hangars were provided by the city and the others were provided on leased 
ground by base operators or corporations owning aircraft. Tulsa also has a 
200-plane capacity tiedown area for transient aircraft only and estimate that 
50 percent of the transients request overnight hangar space which is not avail- 
able. 

In Minnesota the primary and secondary airports operated by the Minne- 
apolis—St. Paul Metropolitan Airport Commission accommodate about 300 based 
general aviation aircraft. Hangars are provided for only about 35 percent of 
the based aircraft. The fixed base operators at the airports controlled by this 
Commission are encouraged to provide hangars on leased ground as fast as 
they can finance them. 

At the privately owned public use airport serving York, Pa., (population 
60,000) there are 30 T-hangars and % small service hangars in use and a sub- 
stantial demand for more. 

Because of the interest of the Commerce Department and CAA in the estab- 
lishment of a nationwide system of public airports adequate to meet the needs 
of civil aeronautics, we believe that you may want to explore the possibility 
of a hangar financing program which would appeal to the Small Business Ad- 
ministration or, perhaps, the Housing and Home Financing Agency. 

With the rapid growth of private and business fiying, there is strong evidence 
of a continuing demand for aircraft housing. The ability of aircraft owners 
to pay rentals that should be attractive for this type of facility has been dem- 
onstrated. We believe that some program designed to ease the initial financial 
load for those who wish to provide hangars for general aviation would do much 
to increase the tempo of civil aviation’s growth. 

We have asked AOPA’s airport consultant, Cyril C. Thompson, to cooperate 
with your staff in securing additional information related to this subject. 
Please consider our facilities at your service in working out any practicable 
plan to make more hangars available for general aviation aircraft. 

Cordially, 
J. B. HARTRANFT, Jr... President. 


ExHIpsitT VII (d) 


Civin AERONAUTICS ADMINISTRATION, 
Washington, D. C., November 1, 1956. 
Mr. J. B. HARTRANFT, JR.., 
President, Aircraft Owners & Pilots Association, 
Washington, D.C. 

Dear Mr. HARTRANFT: Thank you very much for your letter of October 24, 
1956, concerning the hangar financing problem. 

You will be glad to know that your letter has been very helpful in obtaining 
from the Small Business Administration a letter indicating that that agency be- 
lieves it may be of assistance in meeting this problem and is prepared to discuss 
the matter further to that end. We are enclosing a copy of a letter to that effect 
from Mr. J. F. Matchett, Director, Office of Financial Assistance, S:nall Business 
Administration, dated October 30, 1956. 

It is understood that you are arranging a meeting of representatives of this 
agency and the several aviation associations interested in the hangar financing 
problem, to be held some time next week. We are looking forward to such a 
meeting in the hope that it will provide a basis for further progress in finding 
solutions to this problem. 

The Civil Aeronautics Administration greatly appreciates the helpful coopera- 
tion which you and members of your staff have already given our representatives 
in this matter and is equally appreciative of your continuing efforts in this 
regard. 

Sincerely yours, 


JAMES T. PYLE, 
Acting Administrator of Civil Aeronautics. 
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Exuisit VII (e) 


SMALL BUSINESS ADMINISTRATION, 
Washington, D. C., October 30, 1956. 
Mr. JAMES T. PYLE, 
Acting Administrator of Civil Aeronautics, 
Civil Aeronautics Administration, 
Washington, D. C. 

DEAR Mr. PYLe: We are in receipt of a copy of a letter dated October 24, 1956, 
from Mr. J. B. Hartranft, Jr., president of the Aircraft Owners & Pilots Associa- 
tion, regarding the possibility of a hangar financing program for aircraft housing. 

We have informally considered the problem presented in Mr. Hartranft’s 
letter in the light of our authority to make loans to small business concerns 
under section 207 (a) of the Small Business Act of 1953, as amended. Under 
this authority we think that we might be of some assistance where the facilities 
to be provided are privately owned and operated for profit. Our loan policy 
statement would prohibit loans for what might be considered strictly investment 
purposes, such as rental property. In order for such an applicant to be eligible, 
we would require that some services, such as maintenance and repair of aircraft 
and sales of accessories, in addition to the leasing of hangar space, be furnished 
by the owners of the facilities. 

Under the Small Business Act of 1953, as amended, no loan can be made to 


or 


any one borrower which will exceed $250,000, and any such loan must be of 
such sound value or so secured as reasonably to assure repayment thereof. Also, 
our loans by statute are limited to a 10-year maturity. 

If you think it desirable, I would be pleased to meet with representatives of 
the association and the Civil Aeronautics Administration to look further into the 
problem and discuss means by which SBA can render most effective assistance 
to individuals in this business. 

Sincerely yours, 
J. F. MATCHETT, 
Director, Office of Financial Assistance. 

Mr. Pyur. Since the CAA, under our Federal airport program, is 
prohibited from expending Federal funds in the construction of 
hangars, we explored the availability of loans for hangar construc- 
tion through the Small Business Administration. 

This new program necessarily involved considerable exploratory 
work by both the CAA and the Small Business Administration. 
However, during the past 2 years, we have maintained active liaison 
with the Small Business Administration in the development of this 
program and are currently working out modifications which we hope 
will result in its expansion so that the fixed-base operators will be 
able to obtain the funds needed for the construction of hangars at 
small airports. However, despite the fact that this is a relatively 
new program, we were advised by the Small Business Administration 
as of June 6, 1958, that they had approved loans for hangar construc- 
tion in the amount of $783,293. 

I have personally met with Mr. Wendell Barnes, the Administrator 
of the Small Business Administration in discussions to further im- 
prove this program. At the time we started this activity, because of 
the fact that it was completely new, requests for hangar loans neces- 
sarily had to be processed through the Washington office. However, 
as a result of our discussion, we are currently working on a revision 
of the procedures whereby it is hoped that the Small Business Admin- 
istration will be in a position to approve loans for hangar construc- 

tion through their field offices. As a part of this revised procedure, 
the CAA has been reviewing plans, specifications, and prices for so- 
called T-hangars which are well suited for this purpose and have 
furnished the SBA our recommendations with respect thereto. In 
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addition, both agencies hope to meet with representatives of the aero- 
nautical ‘industry at the time these new procedures go into effect so 
that they may become familiar with the revised proc edures. 

This, T might point out, Mr. Chairman, compares to the efforts the 
GSA is making of disseminating the information of the objective, to 
get the word out into the field and throughout the country that this 
loan program is available, is going to help the manufacturers of the 
T-hangars which are, in many cases, I am sure, small business, and 
will also, of course, provide a very needed facility for the fixed-base 
operator which he in turn can rent to his customer. 

Senator Bratz. Who obtains these loans, the individuals? Who 
obtains the $783,000, the individuals ? 

Mr. Pyte. Individuals; yes, sir. 

Senator Brae. Or individual cor porations. 

Mr. Pye. Individual corporations, and in some instances the indi- 
viduals themselves. 

Senator Bratz. This isn’t primarily designed, of course, for mu- 
nicipally owned authority ? 

Mr. Pyte. No. I don’t believe in any instances that these facilities 
are put up by municipal authorities. In some instances they do, Mr. 
Chairman, work out an agreement, or a concession, I suppose you 
could call it, with a fixed-base operator whereby he has the right 
to put the facilities up and charge so much rent, a portion of which 
goes to thecity. That is the usual type. 

Senator Bratz. What type of security does the Government have? 

Mr. Pyte. Mr. Voelter can answer that. 

Mr. Voexter. Before it makes a loan, SBA looks into the financial 
ability of the borrower to meet the requirements. Additionally, the 
buildings themselves remain the property of SBA until they are com- 
pletely paid for. 

Senator Brste. Who owns the land? 

Mr. Voeurer. The land ordinarily is owned by the municipalities 
and the operator leases the land from the municipality on a square- 
footage basis per year. 

Senator Brste. The program, I take it here, is relatively new. 

Mr. Voretrer. That is correct. 

Mr. Sruuts. Around all of the urban centers, however, you find 
fewer and fewer privately owned airports; isn’t that correct? I can 
remember Washington only 10 years ago had 5 or 6 just in the Vir- 
ginia area that I can think of which are now housing projects. 

Mr. Voerter. That is right. 

Senator Brste. Is this a phemonenon around the country ? 

Mr. Pyxe. Unfortunately, it is, and it is a very serious problem, in 
my opinion, for general aviation. We are trying to do what we can 
to encourage the communities not to go into housing projects and 
shopping centers on the sites that are now airports. 

Mr. Srutrs. It is hard to do it when it is a privately owned facility 
and the owner wants to sell his land for housing instead of letting 
airplanes take off. 

Mr. Pyte. This is the problem and, of course, it is the other factor 
that. so many people consider airplanes a nuisance and the neighbors 
sometimes encourage the use of the property for those purposes. 

Senator Bratz. Thank you, Mr. Pyle. You may continue. 

Mr. Pyte. With these improvements we believe that the hangar 
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construction loan program can be expanded for the benefit of small 
businesses of the aeronautical industry and the aircraft owners. 

Mr. Chairman, that concludes my formal statement. If there are 
any points we can help clarify for you and the members of the com- 
mittee and staff, we are responsive to any questions. 

Senator Brete. Mr. Pyle, as always you have been very helpful to 
the committee. I commend each of you. I have no specific ques- 
tions. Possibly Mr. Stults might. 

Mr. Sruurs. No, sir. Mr. Chairman, I would like this agreement 
between the Department of Commerce and SBA to go in as a part of 
Mr. Pyle’s remarks. 

Senator Bratz. It may be understood that attachments 1 and 2° 
will be incorporated in the record. 

(The text of attachment 1 follows:) 


Exurpir VII (f) 
[Attachment 1] 


AGREEMENT BETWEEN THE DEPARTMENT OF COMMERCE AND THE SMALL BUSINESS 
ADMINISTRATION FOR THE DEVELOPMENT OF A UNIFIED PROGRAM OF ASSISTANCE 
FOR SMALL-BUSINESS CONCERNS 


The Department of Commerce, hereinafter referred to as the Department, and 
the Small Business Administration, hereinafter referred to as SBA, agree to 
utilize the authority of section 214 of the Small Business Act of 1953, as amended 
(15 U. S. C. 648), as a means of accomplishing the declared policy of the 
Congress that a fair proportion of Government contracts shall be placed with 
small business concerns, as defined by SBA. 

The Department and the SBA agree that in those circumstances where it will 
contribute to the maintenance or mobilization of the Nation’s full productive 
capacity, a fair proportion of the total purchases of the Department shall be 
placed with small business concerns. To carry out this program the Department 
and the SBA have agreed to set aside appropriate procurements, wholly or in 
part, for small business competition only, where consistent with the require- 
ments of the Department and the intent of the act. SBA will be afforded an 
opportunity to screen procurement requests, with estimated values determined 
by informal agreements between SBA and the contracting officer, at major 
procurement offices designated as such in the same manner and to request in 
writing set-asides under authority of section 214 of the Small Business Act of 
1953, as amended. It is agreed that SBA will recommend to the Department’s 
contracting officers for set-aside only those procurements which it is determined 
will contribute to such maintenance or mobilization of the Nation’s full pro- 
ductive capacity. The Department’s contracting officers will provide for set- 
asides in those recommended instances unless they determine that such action 
is inconsistent with program requirements of the Department; constitutes un- 
sound procurements; or, adversely affects the interests of the procuring agency. 


One hundred percent (total) set-asides 


A procurement shall be subject to 100 percent set-asides when not less than 
25 percent, but not less than 3, of the prospective bidders on the current bidder’s 
list shall be qualified as small-business concerns, and the contracting officers 
have reasonable assurance that small business can furnish the quantity and 
the competition will provide a fair price. Procurements 100 percent set-aside 
for exclusive award to small-business concerns shall be advertised or negotiated 
in the usual manner except that bid invitations or requests for proposal shall 
contain the following provision: “This procurement will be awarded only to 
small-business concerns. This action is the result of a joint determination by 
the Small Business Administration and (name of Bureau) that in this instance 
awards to small-business concerns will contribute to maintaining or mobilizing 
the Nation’s full productive capacity. Bids received from concerns not classified 
as small-business concerns in accordance with criteria set forth in the standard 
form 33 or standard form 21, will be considered as nonresponsive. The authority 
for this action is contained in section 214 of the Small Business Act of 19538, as 


5 Attachment 2, referred to appears in this record as exhibit VII (a), p. 131. 
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amended (15 U. 8. C. 648; supp. II, 1952). The right is reserved to reject any 
bid or proposal where it is in the interest of the Government to do so.” 


Less than 100 percent (partial) set-asides 


When the entire amount of a procurement cannot be set aside for small busi- 
ness, a portion of the procurement shall be set aside for the exclusive participa- 
tion of small business when not less than 25 percent, but not less than 3, of the 
prospective bidders on the established bidder’s list shall be qualified as small- 
business concerns capable of supplying the set-aside portion. When a partial 
set-aside has been (letermined, the invitation for bids shall include the entire 
requirement and shall expressly reserve the quantity set-aside for small-business 
concerns. In determining that portion to be set aside, the capacity and technical 
ability of small business will be the deciding factor and the portion shall be 

greed upon between the SBA and the contracting officers of the Department. 
The following provision shall therefore appear in such invitation for bid: 


“AWARD TO SMALL-BUSINESS CONCERNS 


“Of the total requirements shown herein, (state quantity) has been set aside 
for contracts with small-business concerns exclusively. Participation in subse- 
quent negotiation for the quantity set aside shall be conditioned upon the sub- 
mission of a bid upon the items in this procurement at a unit price within 120 
percent of the highest award made on the unreserved portion. Negotiation shall 
begin with the bidder or offerer who submitted the lowest responsive bid or 
proposal pursuant to the invitation. Bidders are cautioned to adjust the quanti- 
ties in their bids to those which they offer to furnish. The right is reserved 
to reject any bid or proposal where it is in the interest of the Government to 
do so.” 

Under the authority of section 214 the set-aside portion reserved in the invi- 
tation shall be purchased from small-business concerns at a unit price not in 
excess of the highest price awarded for the unrestricted portion. 

In cases where no small-business concern submits a responsive bid on the 
advertised portion or where no small-business concern will meet the above re- 
quirements as to price, the joint set-aside will be automatically dissolved and 
the unplaced portion procured in the most appropriate manner. If the entire 
amount set aside cannot be awarded to small-business firms, the remaining 
portion shall be procured by the most appropriate means. 

If a set-aside has been agreed to and subsequent events indicate that such 
action would not be in the best interest of the Government, the contracting officer 
will request the SBA to withdraw the initial recommendation; if the SBA 
representative does not concur he will be given an opportunity to express his 
opinion, but the final decision for all procurement action will remain with the 
contracting officer. The Department will utilize the names of small firms pre- 
sented by the SBA on individual purchases and SBA will be afforded an oppor- 
tunity to recommend to the contracting officials the names of firms to be placed 
on bidder’s lists. A small-business concern which might otherwise have been 
awarded a contract will not be disqualified for capacity or credit without 
affording the Small Business Administration an opportunity to process a certifi- 
cate of competency. 

Contracting officers shall furnish copies of bid sets or invitations to SBA 
offices upon request. 

[s] SINcLatr WEEKS, 
Secretary of Commerce. 
[s] WeEnpDELL B. BARNES. 
Administrator, Small Business Administration. 


Senator Bratz. Thank you very much, gentlemen. We appreciate 
your courtesy in being here this morning. 

The next witness is Mr. John Derry, Director of Construction and 
Supply Division, Atomic Energy Commission. 

(good morning. 

Mr. Derry. Good morning. 

Senator Brete. Where did I see you last, weren’t you building 
something up in 





Mr. Derry. Mr. Chairman, I testified before your Metropolitan 
Affairs Committee, the area problems about our bus system. 

Senator Bratz. We are glad to see you again. You may proceed. 
And if you will identify the gentleman with you. 
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STATEMENT OF JOHN A. DERRY, DIRECTOR, DIVISION OF CON- 
STRUCTION AND SUPPLY, ATOMIC ENERGY COMMISSION; AC- 
COMPANIED BY GEORGE C. TAYLOR, ASSISTANT DIRECTOR FOR 
SUPPLY; AND PHILIP G. READ, PROCUREMENT AND SMALL- 
BUSINESS SPECIALIST 


Mr. Derry. I am John Derry, Director, Division of Construction 
and Supply, Atomic Energy Commission, and on my left is George 
Taylor, my Assistant Director for Supply. On my right is Philip 
G. Read, our small-business specialist. 

Mr. Chairman and members of the committee, we welcome these 
periodic opportunities to discuss with you the small- business pro- 
grams, policies, and procedures of the Atomic Energy Commission. 
On several previous occasions, and particularly in the report which 
was submitted to the subcommittee last year, we have described our 
small-business program and related procurement policies in detail? 
Since these matters remain generally as previously described, I pro- 
pose to confine myself this morning to a summary of our policies and 
significant activities regarding small business. We also will be glad 
to answer any questions ‘which you may wish to raise. 

Our small-business program is focused on the subcontracting of the 
cost-type contractors that operate the industrial complex of AEC 
plants, laboratories, and other facilities. We are proud that we 
pioneered this type of program in 1952. However, this has not pre- 
cluded a corresponding emphasis on the applicability of these policies 
and programs to AEC prime contracts. 

The cornerstone of our small-business program is the congressional 
policy that “a fair proportion of the total purchases and contracts for 
supplies and services for the Government shall be procured from 
small-business concerns.” 'To this broad policy we have added a series 
of detailed policies which include: establishment of small-business 
programs by each AEC operation and cost-type contractor purchasing 
office; establishment of small-business representatives in each office; 
determination of procurements suitable for small business; mainte- 
nance of maximum opportunity for small business to participate; 
maintenance of bidders lists, nonrestrictive specifications and progress 
payments; quarterly statistical reports on small-business participa- 
tion; written quarterly reports on the operation of each purchasing 
office’s small-business programs; yearly management appraisals of 
each oftice’s small-business programs; and cooperation with the Small 
Business Administration, 

The results achieved are indicated by the statistical information 
which is generated by our contract action reporting system. As we 
have noted on other occasions, the operation of the system is based 
on the collection of detailed factual data which relate to the prime 
and subcontract awards by AEC and its principal cost-type con- 
tractors. Exhibits A and B which follow, graphically illustrate these 
results. 

(The material referred to follows :) 


1 Atomic Energy Commission report on small-business programs and policies, fiscal year 
1957, dated August 20, 1957, appeared as appendix XXII, p. 521, in printed hearings of the 
Senate Small Business Committee, 85th Cong., 1st sess., Small-Business Participation in 
Government Procurement—1957. (Supply of this document exhausted.) 
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Exhibit A shows that, in the fiscal years 1954, 1955, and _ 1956, our 
big construction expansion years, small business received a little over 
45) percent of total AEC subcontract dollars. Small- business partici- 

ation was at 39.1 percent in fiscal year 1957, a level which is slightly 
Sonor than the 7-year average of 39.8 percent for fiscal year 1951 
through 1957. The result for three-quarters of fiscal year 1958 is 37.5 


percent. 
Exhibit B illustrates these results by quarters of fiscal eg 1957 
and the comparative figures for three-quarters of fiscal year 1958. 


The 33- to 36-percent level in the first quarter reflects the pl cing 
of a substantial number of yearly requirements subcontracts for the 

materials and supplies employed in plant and laboratory operations. 
These items tend to be less suitable for performance by small business. 
In succeeding quarters the percentages have fluctuated between 38.6 
and 41.6 percent. The results for the fourth quarter of fiscal year 
1958 should equal or exceed 40 percent and it is reasonable to expect 
that the total subcontract awards to small business in fiscal year 1958 
will at least duplicate the 1957 level of 39.1 percent. At the same time 
our prime contract awards to small business for three-quarters of fiscal 
year 1958 have amounted to $67 million or 3.9 percent of the total 
awards of $1.690 billion. This represents a slight increase over the 
historical AEC average of 3.7 percent. 

It is our opinion that we are experiencing a period of readjustment 
and are arriving at a new level of subcontract awards to small busi- 
ness which is consistent with a revised set of circumstances. The 45- 
percent level was achieved when AEC construction programs were 
averaging nearly a billion dollars a year. The related purchasing 
tended to be suitable for performance by small business. Our con- 
struction programs have now leveled off at about $300 million a year. 
By contrast, current operating costs, including an expanded reactor 
development program that tends to generate purchases which are less 
suitable for small business such as pressure vessels, heat exchangers, 
large pumps, etc., have increased tremendously. This can be readily 
seen by comparing the total prime contracts of $904 million in fiscal 
year 1955 with the approximate $2.2 billion in prime contract awards 
which we expect in fiscal year 1958. The volume of total subcontract 
dollars is also increasing but the total subcontract dollars awarded 
to small business are expected to remain relatively constant at about 
$225 million, 

Senator Bratz. At that point, Mr. Derry, would you explain just 
exactly what that means, that last sentence? 

You say your subcontract dollars are increasing but the total sub- 
contract dollars to small business will not increase proportionately. 
They will remain constant, as I understand you. 

Mr. Derry. We expect, in fiscal year 1958, Mr. Chairman, to achieve 
about the same level of subcontract dollars to small business that we 
had in 1957, that is, about $225 million. The proportion in fiscal years 
1957 and 1958 is about the same. The table shows, I think, that the 
percentage relationships are somewhat lower than in earlier years. 
Is that right, Mr. Read ? 

Mr. Reap. What we expect is that the total subcontract dollars go- 
ing to small business will remain relatively constant. The total sub- 
contract dollars, however, are tending to increase. Because of the 
lowering suitability factor which we are running into, we find that 








SMALL BUSINESS PROCUREMENT PROGRAMS 145 


the percentage relationship is tending to decrease. In other words, 
the percentage of dollars to small business is decreasing by compari- 
son with earlier years. 

Mr. Derry. Mr. Chairman, I think this is about what we are say- 
ing: Our operating costs, and as a result the total dollars that are 
available for subcontr acting, are going up. Our operating costs are 
going up because the large plants. that we built through fiscal years 
1954, 1955, and 1956, come into operation in fiscal years 1957 and 
1958. They were in full operation in fiscal year 1958. They repre- 
sent higher operating costs and also larger subcontract dollars, but 
the small-business percentage has stayed about the same. In 1957, 
$224 million 

Senator Brste (interposing). What are you reading from now, 
exhibit A? 

Mr. Derry. Exhibit A.? In fiscal year 1957 the total amount of 
subcontract dollars that went to small etiaead was $224.3 million, 
and we expect about the same amount in fiscal year 1958. We also 
expect the percentage to be about the same. However, it may be 
slightly less than 39.1 percent, because the operating costs may be 
upa little bit. This is about—— 

Senator Breie (interposing). What do you mean by operating 
costs? Maybe that is the term I don’t understand. 

Mr. Derry. You see, the total number of dollars that I mentioned 
in the sentence above, $2.2 billion in prime contract awards, repre- 
sents mainly our operating costs. These costs are related to large 
contracts that the Commission has with various companies to operate 
our plants. The companies included the Union Carbide Nuclear Co., 
at Oak Ridge; E. I. du Pont at Savannah River; General Electric 
at Hanford and Schenectady; and in the Las Vegas area, it is the 
Reynolds Electric & Engineering Co., I believe, and so on. These 
companies are operating contractors and the dollars that we spend 
to operate our plants go into their prime contracts. Our prime 
operating contractors then place subcontracts, and this is where the 
opportunities for small business develop in our program. 

Mr. Srutrs. There is one thing that did bother the chairman and 
bothers me, I think, Mr. Derry. You said that the number of dollars 
to be subcontracted rises, I think, but that the dollars subcontracted 
with small business remain constant, and then you said the porportion 
stays about the same, or the percentage. Now, it seems to me either 
the absolute stays the same or the percentage stays the same. They 
both can’t do that while your number of dollars goes up. 

Senator Brate. I thought Mr. Read said the percentage was less. 

Mr. Reap. The percentage has dropped. 

Mr. Derry. It dropped a little bit. It has gone down a little bit. 

Senator Bree. I think that was answered. 

Mr. Reap. That is correct. 

Mr. Derry. As I stated in an earlier sentence, we are going through 
a period of readjustment that has given us a little trouble last year 
and this year. It involves the reactor development program. ‘The 
pieces of equipment that are being procured in rather large quantities 
for this program tend not to be ‘made by small business, but we are 
doing everything we can to get small business interested, in getting 





2See p. 142. 
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them to make some of these things. However, it is pretty hard to 
get them to do it, because this is a pretty high risk market and they 
haven't done this yet in a very high degree. 

Mr. McInarnay. Mr. Derry, ¢ one of the ways you are endeavoring 
to get small business into this field is through such publications as 
Selling to AEC, is it not ? 

Mr. Derry. That is one of the ways. I will get to that one later. 
We have just published it, and it describes the kinds of opportunities 
that are available to small business and anyone else that wants to get 
in the business, but it is mainly directed to small business. 

Senator Bretx. Right at that point, do you happen to have any of 
those handy? I am constantly laboring i in the good State of Ne- 

vada that the operating agent, Mr. Reynolds, has such control over 
the AEC contracts and the poor small-business man doesn’t stand a 
chance. If you can indicate to me how some poor, little, old busi- 
nessman can get some contracts, it surely will be appreciated. You 
“an do that later. It seems to me it might be appropriate because I 
am having a difficult time selling AEC “to my small-business men, I 
will tell youthat. Does this say how you do it! % 

Mr. Derry. This says how you do it. I think, Mr. Chairman, I 
wrote a letter to you not too long ago in answer to a question that I 
believe one of your constitutents raised out in Las V egas about getting 
into the architectural- -engineering business. 

Senator Bratz. That 1s one thing that prompted my inquiry, and 
you have been very helpful; but he still does not have any contracts. 
You furnish me all the information you have in these little books, and 
I will furnish it to him, and I will also keep after you. 

Mr. Derry. All right, sir. We will do all we can to help you, and 
we want him to go into the business. 

Senator Brete. I am glad you mentioned that. I do have a prob- 
lem myself of selling to small business. 

Mr. Srutrs. Do each of these contractors in these facilities have 
a small-business operator or a point of contact at the facility ? 

Mr. Derry. Yes, sir, they do have. 

Mr. Srutts. So there is a man’s name and a telephone number or 
office number where a small-business man can be referred to in Han- 
ford, Las Vegas, and so forth. 

Mr. Derry. Yes, sir, that is quite right. 

In this book, Selling to AEC, the small-business representatives 
are not identified by name, but the contractor purchasing agents are 
identified. Every one of our operating contractors is required to have 
a small-business representative and we have their names. We can 
supply them to you if you would like. 

Then, in our own offices 

Mr. Struts (interposing). He would be the appropriate official for 
a small-business man to go see ? 

Mr. Derry. Yes, sir. That is quite right. 

Senator Brstr. Do the small-business men in these various areas 
know that? Obviously, they don’t, and I don’t know where they 








Mr. Derry. They may not know them as well as we would like to 
have them know them. ' This is quite right. But he is known in the 
area. He is known to the purchasing agent. He is known to our 
officers and, if a small-business man comes into either the AEC office 
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or into the contractor’s office and asks about small-business matters, 
he is referred to the small-business representative. This is right. 

Senator Brste. Fine. You may proceed. 

Did you have any more questions? 

Mr. McInarnay. One more question: 

I notice in the front of this little book, Selling to AEC, it says this 
booklet can be obtained in the Government Printing Office at an un- 
stated cost. I just wondered if you made any sort of an initial dis- 
tribution of these books. 

Mr. Derry. Yes, we have. And I guess Mr. Read can tell you. 
He is the author of the book. 

Mr. Reap. Yes. We have distributed a volume of the books, 100 
copies to each of our operations offices, as a basis of initial operation, 
and we have asked them to request additional copies as necessary. 
We have also made a number of copies available for the various small- 
business opportunity meetings that have been held throughout the 
country. So the book has been widely distributed, and we distribute 
it as widely as we have the opportunity.® 

Mr. McInarnay. You say when a small-business man contacts an 
AEC office, he can be directed to a person who will be in a position 
to advise him. 

Mr. Derry. Yes. We have in our own office a small-business repre- 
sentative. Our offices are not very large in the field, that is, our Las 
Vegas branch office consists of right now just a dozen people. The 
contractor in some instances has thousands of people. Each one of 
them has a small-business representative. Our small-business man, 
the small-business representative in the AEC office at Oak Ridge 
has a larger job that one in a smaller office. 

Mr. McInarnay. My question is, What are the people in your offices, 
such as those in Nevada, doing to get this information out to the small- 
business people without waiting for them to come in ? 

Mr. Derry. Mr. Read. 

Mr. Reap. Well, there are two ways of tackling that problem. In 
fact, there are probably more than that. In the first place, AKC 
offices and contractors have participated, on a regional basis, in small- 
business opportunity meetings and the contractors, where appropriate, 
have supplied exhibits. Secondly, our AEC offices maintain a con- 
tinuing liaison with the Small Business Administration to supply in- 
formation about forthcoming procurements that have an element of 
suitability for small business. 

I have found also in my own visits to the various offices that our 
purchasing people seem to be quite active with reference to local 
groups, Kiwanis, Rotary, and so forth, and they make speeches. They 
get up and talk about these things. Group organizational activities 
that are sponsored in the community, and they do take an active part, 
offer optimum opportunities to spread the word. 

Senator Brste. You may proceed. 

Mr. Derry. Thank you. 

A downward trend in the suitability of procurements for perform- 
ance by small business, which I mentioned previously, is largely re- 


® Selling to AEC, booklet available at 25 cents per copy, Superintendent of Documents, 
Government Printing Office, Washington, D. C. 
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sponsible for the currently reduced percentage level of small-business 
participation in AEC programs. However, barring significant 
changes in both magnitude and direction of our programs, we ex- 
pect subcontract awards to small business to stabilize at about 39 
percent. 

There are many topics which are pertinent to the participation of 
smal] business in AEC or any other agency’s purchasing activities. 
However, there are three topics which I would like to discuss for 
few moments. 

The first topic I have in mind involves research and development 
contracts. It seems to be generally believed that AEC and the DOD 
are responsible for most of the Government-financed research and de- 
velopment and that small-business participation is quite small. I 
would like to try and put this matter in a little better perspective, 
insofar as AEC is concerned. The total dollars expended by the Gov- 
ernment in fiscal year 1957 for the conduct of research and develop- 
ment were in the order of $2.4 billion. The total AEC expenditures 
in fiscal year 1957 for both basic research and applied research and de- 
velopment amounted to only $420 million. These dollars support (1) 
the performance of applied research and development projects in 
AEC-owned plants and laboratories, in the facilities of nonprofit 
organizations and in the facilities of other Government agencies, and 
(2) the performance of basic research which is carried on almost ex- 
clusively in educational institutions. The applied research and de- 
velopment contract awards to profit organizations (i. e., big and small 
business) for performance in privately owned fac ilities amounted to 
only $80 million. With reference to the interests of small business, 
nonsuitability tends to sharply diminish the total dollar value of the 
contracts that can be performed by small business. It is our experi- 
ence that suitability is lower with reference to research and develop- 
ment contracts than is the case where construction and operation 
material equipment and supplies are concerned. 

Despite the moderate size of the dollars involved, we are endeav- 
oring to insure that our policy regarding maximum practicable op- 
portunity to participate is implemented in research as well as supply 
contracts. 

Senator Brere. How can you do that ? 

Mr. Reap. The research and development activities of the Atomic 
Energy Commission are an integral part of the overall program and 
in relation to the whole, it is a very large part. The small-business 
program requirements which we have established are equally as ap- 
plicable to research and development contracts as they are to the area 
of out-and-out operating contracts. That is equally applicable to a 
quasi-production plant which is essentially a research and develop- 
ment laboratory as to a purely production plant, so that the pur- 
chasing agents and the technical personnel in a research and 
development activity, also are subject to our program requirements 
regarding establishment of small-business programs. Small-business 
representatives have been established and so on, The same formula 
is followed. 

Senator Brae. You may proceed, sir. 

Mr. Derry. Thank you, sir. 
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As a result of the recent amendments to the Small-Business Act,* 
we are aware that Congress favors greater small-business participa- 
tion in research and development activities. It is our intent to es- 
tablish and maintain an atmosphere which will be conducive to small- 
business participation in AEC research and development contracts 
which are suitable for small business. 

Senator Brntx. Specifically how? What you just described—— 
! Mr. Reap. My previous answer relates to this question as well. 

Senator Briere. Do you do anything in addition to what you said 

mh your prev ious answer ¢ 
| Mr. Reap. W we I would like to say that in addition 
Senator Bist. I don’t know what “creating an atmosphere” means. 
| “Establish and maintain an atmosphere which will be conducive to 
small-business participation” —what does that mean in AEC language, 
so [ can understand that? 

Mr. Reap. Specifically, we try to evaluate the factor of suitability 
in order to find out whether small business is receiv ing an opportunity 
to participate in the procurement of things that they can handle. 
Now, we also require as a part of our small-business program that 
our small-business representatives submit reports to us in Washington 
nm a quarterly basis as to what they are doing. We ask for certain 
factual information and we ask them to submit brief narrative state- 
ments that are indicative of the eiforts being made to get new small- 
business participation into their activities. This is equally true in the 
area of research and development. I can give you an example of the 
type of thing I am talking about. For example, at the Bettis plant, 
which is—— 

Senator Brste. Where? Iam sorry. 

Mr. Reap. Bettis plant, Pittsburgh, Pa., which is operated by the 
W prec ig 3 Electric Corp., under a contract administered by our 
| Pittsburgh Naval Reactors Operations Office. At this plant we carry 
on activities which are essentially of an applied research and develop- 
ment nature. With your permission I would like to read a couple of 

typical examples of narrative-type reports we have gotten as a re- 
sult of our small-business program. 

Senator Brite. Go right ahead. 

Mr. Reap. This is a report that was submitted on April 17, 1958. 

Mr. Stutts. From an AEC 
Mr. Reap. This report was submitted by Westinghouse Electric 
Corp. people at the Bettis plant. 
Mr. Derry. Westinghouse Electric Co. They operate the plant. 
Mr. Reap (reading) : 


Central Purchasing Department is developing a vendor for a the rmal emission 
mess spectrometer. The cognizant buyer working through the Small Business 
Administration obtained a certificate of competence for Nuclide Analysis As- 

' sociates to properly qualify Nuclide as a bidder for this order. 








Here was an instance where an effort was being made to get a small- 
business firm into the picture of supplying a particular piece of equip- 
ment, and there was a question as to the capability of the firm to per- 
form. This is an interesting case from several standpoints; the buyer 
looked not only for a smi: all-business concern but he also availed 


Public Law 85-536 (H. R. 7963), Small Business Act of 1953, as amended, approved 
ily 18, 1958 (85th Cong., 2d sess.). 
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himself of the Small Business Administration certificate of com- 
petency program, a rather unusual occurrence at the subcontract level. 

Another illustration : 

Recent statistics show that during the last 6 months of 1957, the Central 
Purchasing Department placed 937 machining and fabrication purchase actions 
with 114 small-business concerns for a total value of $348,000. This volume 
totaled to 82 percent of all of the machining and fabrication orders in the Central 
Purchasing Department. Statistics show that the list of vendors bidding in this 
program continues to grow and that a shift to a larger number of orders being 
placed with small shops has taken place. 

Mr. Srutrs. So rather than letting Westinghouse set up its own, 
let us say, tool shop, you put it out to those shops in the area which 
are already established. 

Mr. Reap. That iscorrect. I could give you other illustrations. 

Senator Bree. I think that illustrates it. I understand. You may 
proceed. 

Mr. Derry. A second topic concerns the joint determination pro- 
curements under section 214 of the Small Business Act which are com- 
monly referred to as small-business set-asides. The usefulness and 
practicability of establishing a joint-determination program was stu- 
died jointly by AEC and the Small Business Administration several 
years ago. SBA and AEC concluded that the applicability of such 
a program would be limited to a relatively small number of prime 
contract dollars. The related contracts involve purchases for op- 
erating purposes and are handled by purchasing offices that are widely 
dispersed. aaah. the majority of opportunities for small business 
emerge at the subcontract rather than at the prime contract level and 
the joint determination authority is not applicable to subcontracts, 
so it was felt that these facts did not warrant the establishment of a 
joint-determination program. The earlier judgment on this matter 
was reviewed recently with the Small Business Administration and re- 
affirmed. There has been one exception to this policy with reference 
to the award of a service contract by the Oak Ridge Operations Office. 
The SBA received a request that procurement of this service be 
handled on a set-aside basis. Although prior contracts for the service 
had always gone to small business and the efforts of big business to 
secure the business had not been particularly competitive, we dis- 
cussed the matter with SBA and agreed to handle the fiscal year 
1958 contract action of a formally advertised, total set-aside for small 
business. On the basis of this experience and our earlier reviews of 
the matter, we believe that our prior judgments not to establish a 
joint-determination program are still valid. 

Mr. Sruuts. Reading between the lines, you didn’t like the set- 
aside bids that you got under the set-aside program. 

Mr. Derry. No. This award had always gone to small business. 
Set-aside, as far as the AEC prime contracts are concerned, would 
affect a comparatively small number of dollars. Further, we don’t 
have central procurement. 

Mr. Srvtts. I was peseiyanap: specifically about the Oak Ridge 
service contract. You say on the basis of this one set-aside which 
you have entered into, you don’t like the operation. Is that right? 

Mr. Derry. No. We wereasked to handle the action in this manner 
and it worked very well. In the final analysis, however, the small- 
business firm that frequently has had the business before got it again. 
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As a general proposition, 1 and it is not in our opinion 
particularly practical. This is ke reason we haven’t done it. 

Mr. Sruurs. When and if it turned out to be a practical situation, 
you would not be adverse to entering into such 

Mr. Derry. We would not be adverse to it if it turned out to be 
the thing to do. 

Now, I would like to discuss several specific actions which we have 
taken this year in behalf of small business that I believe are particu- 
larly significant. The first action involves our long-standing co- 
operative e agreement with the Small Business Administration 

Senator Brete. Mr. Derry, may I note you have gone to page 7. 
Did you not desire to develop the third topic? 

Mr. Derry. I am sorry. 

The third topic involves our principal specific AEC small-business 
policy; namely— 








the maintenance of a maximum practicable opportunity for small business to 
participate in procurements which are suitable for performance by small busi- 
ness. 

It is our opinion that maintaining opportunities to participate starts 
when business concerns contact a purchasing office and is followed 
by the placing of qualified concerns on bidders lists. In order to 
ascertain whether this channel is being kept open we ask our opera- 
tions offices to supply us with information on this matter in their 
quarterly reports. For 3 quarters of fiscal year 1958, 10 AEC opera- 
tions offices and 40 cost-type contractors have averaged per quarter 
approximately 3,000 contacts with small-business concerns and the 
addition of approximately 2,500 small-business concerns to bidders 
lists. The other essential element of the problem involves limitations 
on the opportunities to participate as represented by the items which 
are unsuitable for performance by small business. We also require 
that quarterly small-business reports provide information on this 
matter. The list of unsuitable items is extensive but here are a few 
illustrative samples: Electric power, rental of high speed computer 
equipment, nuclear propulsion plant design studies, design and test- 
ing of reactor control drive test mechanisms, a variety of organic 
and i inorganic chemicals, various commercial gases, nonferrous metals 
in various forms and other items. It is our opinion that the reports 
of AEC operations offices and contractors indicate that substantial 
numbers of new concerns are continually being placed on bidders 
lists, that items are being realistically evaluated as to nonsuitability, 
and that the net effect is to generally achieve the objective of a maxi- 
mum practicable opportunity to participate. This is what Mr. Read 
was describing earlier. 

Now, I would like to discuss several specific actions, which we have 
taken this year in behalf of small business, that I believe are particu- 
larly significant. The first action involves our long-standing coop- 
erative agreement with the Small Business Administration and is a 
continuation of an activity initiated several years ago, the small-busi- 
ness opportunity meetings which SBA has sponsored all over the 
country. AEC has arranged for its cost-type contractors, that is, 
the operating contractors, to participate in these meetings and to 
exhibit representative items that are purchased for the AEC program. 
The participating contractors include those that do a substantial 
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amount of purchasing. The contractors have received many compli- 
ments for the quality of their participation and we feel that they are 
doing an outstanding job. These contractors include: Union ¢ ‘arbide 
Nuclear Co., E. I. du Pont de Nemours & Co., General Electric Co. 

Senator Briere. Just as a matter of interest, when these contractors 
come in, do they do so at their own expense? Is this a Government- 
sponsor ed meeting ? 

Mr. Reap. We “participate in meetings that are sponsor ed by the 
Small Business Administration in collaboration with local cl :ambers 
of commerce, and others. The expense of the contractors’ participa- 
tion is borne by the Government as a cost of the contractors’ operations. 

Mr. Derry. It is a reimbursable cost under our cost-plus-fixed-fee 
operating contracts. 

Senator Brste. Do you have any idea what that costs per year? 

Mr. Derry. I don’t know. 

Mr. Reap. I have some information that is indicative of the cost. 
The information I have is with reference to 3 or 4 of the Oak Ridge 
Operations Office contractors that have participated. It is in the form 

of summaries of costs for the year 1957. 

In that year the expenses of the Union Carbide Nuclear Co. were a 
little over $13,000. The National Lead Co. participated less exten- 
sively and their costs were $2,314. Mallinckrodt Chemical Works, 
with even less participation, expended $568. 

Mr. Derry. These are exclusive of personnel costs or——- 

Mr. Reap. These figures include the personnel costs and the initial 
costs of the exhibits themselves. In the case of Carbide, they de- 
veloped a transportable permanent-type exhibit which could be as- 
sembled, disassembled, and used over and over again, so the result 
was a more expensive type of exhibit. 

Senator Brste. Specifically how does that type of meeting benefit 
small business ? 

Mr. Reap. The small-business concerns of the community are in- 
vited to attend the meetings, to view the exhibits and to talk to the 
Government agency and contractor purchasing representatives. In 
Carbide’s case ‘they had 2 or 3 people attending the exhibit; had the 
items laid out that were nuennnds itive of types of commodities pur- 
chased, not just individual items but classes of commodities, so that 
if a small-business man indicated, I can manufacture that particular 
commodity right there, he was saying in effect that he could also 
manufacture many other items that were in the same category. 

Senator Brstx. Can you prove that it has actually developed small- 
business contracts ? 

Mr. Reap. Well, we have an interesting report. 

Mr. Derry. Mr. Read has a letter. 

Mr. Reap. I have a report on this matter from the Union Carbide 
Nuclear Co. This report was dated September 18, 1957, and is ad- 
dressed to S. R. Sapirie, manager of the Oak Ridge operations office, 
and is signed by Clark E. Center, vice president of the company. He 
states as follows: 





During 1956-57, Carbide was asked to participate in small-business opportuni- 
ties clinics in Charlotte, N. C., Atlanta, Ga., Cleveland, Ohio, Joplin, Mo., Houston, 
Tex., Charleston, W. Va., and Pittsburgh, Pa 

The main purpose in our attending was to display items which we are buying 
and which we felt small-business men could produce, in order to assist them 
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in getting their share of Government business. Such a program is necessarily 
one of long-range operations, but the results which have been achieved so far 
from our participation for 1 year may be of interest to you. 

It is estimated that well over 3,000 persons visited our booth of which almost 
1,000 registered. Of this 1,000, 168 signified to Oak Ridge purchasing that they 
were interested in being placed on our bidders’ list. These vendors were new 
to our bidders’ list and represent a substantial result of the meetings. 

Carbide has submitted its bid inquiries on specific items to 20 of these new 
vendors and five of them have received purchase orders amounting to several 
thousand dollars. While the principal— 

Senator Bratz. How many thousand ? 

Mr. Reap. Several thousand. 

While the principal purpose of the meetings was not necessarily to save money, 
it is interesting to note that a saving of over $2,800 was effected where a contract 
was awarded to a low bidder that was a new vendor secured through these SBA 
conferences and that the next low bidder was not procured through the SBA 
conferences. 

This indicates that we have had some identifiable experiences where 
we have not only gotten new suppliers but we have also gotten lower 
bids. 

Senator Brstze. You didn’t say how much small business that de- 
veloped, as a result of these conferences. You developed several 
thousand worth of contracts. 

Mr. Reap. The report goes on to say : 

It is believed that during the next 2 or 3 years these statistics will become 
more impressive as the full impact of new sources of supply are made manifest on 
the various items of procurement. 

Senator Biste. That might be demonstrable. I was just wondering 
whether it was a success, whether it did benefit small business, whether 
it was a big hullabaloo and then went on with business as usual. 

Mr. McInarnay. Mr. Read, how does this expense to generate sub- 
contracts fit in with your earlier statement, and Mr. Derry’s earlier 
statement, that the subcontracting is expected to remain constant? 

Mr. Reap. Well, you can only predict these things on the basis of 
the statistics on hand. The trends of the curve, or the straight line 
as the case may be, seems to be running at about the level of the prior 
year. 

We have gone through changing circumstances. For example, in 
one 3-year period we had a very large construction program where 
certain types of materials and supplies and equipment were pur- 
chased, and more favorable suitability factors apparently prevailed. 
At present with a much smaller construction program and a much 
larger purchasing program for reactor components, we seem to have 
entered into a different phase as to degree of suitability. We can 
only predict that the program will go along at about the same level, 
that is the small-business total subcontract dollar will remain at 
about the same level. However, it may go up and we certainly hope 
that it will go up. 

In the reactor program where suitability is lower, we are making 
the biggest effort to increase the suitability factor as far as small 
business is concerned. This will tend to increase the number of 
dollars that small business is getting out of that phase of our program 
where they seem to be participating the least at this time. What the 
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results of these efforts will be we won’t know until we get the later 
reports. 

Senator Brste. I think you can conclude now, Mr. Derry, if you 
will, sir. 

Mr. Derry. All right, sir. 

These contractors include Union Carbide Nuclear Co., E. I. du Pont 
de Nemours & Co., General Electric Co., National Lead Company of 
Ohio, Goodyear Atomic Corp., Westinghouse Electric Corp., Mal- 
linckrodt Chemical Works, University of California radiation labora- 
tory, and North American ’ Aviation, Inc. This year these contractor 
exhibits have been on display at 18 small-business and surplus-labor 
area opportunity meetings. The latter meetings also tend to benefit 
small business. Our contractors are most enthusiastic about. this 
activity and report that a number of new small-business sources of 
supply are being developed. 

The second action I want to discuss is our very recently revised 
publication, Selling to AEC. A copy is attached to this statement 
as exhibit C. (Retained in committee files.) 

Senator Brae. I think you probably developed that very well. I 
have a copy here. It looks to me offhand like it is an excellent publi- 

cation. I don’t think you need to read that paragraph. I just hope 
it does what you say. 

Mr. Derry. All right, sir. 

In closing, I would like to emphasize that we have endeavored to 
be responsive to the needs and interests of small business, whether they 
are associated with the purchasing for AEC programs or are related 
to the new atomic energy industry which is beginning to take shape. 
We would welcome any suggestions on these matters. 

Thank you. 

Senator Bretr. Thank you very much, Mr. Derry, for your state- 
ment. I think it is helpful to the committee, and I wish to commend 
each of you for your helpfulness to the committee, Mr. Taylor and 
Mr. Read. 

Do you have any questions ? 

Mr. McInarnay. I would like to ask Mr. Derry if he might submit 
samples of the forms used in his contract action reporting system. 
T understand it is very good. 

Mr. Derry. Yes. We will be glad to do that. This is in my divi- 
sion.® 

Senator Brstz. Thank you very much, gentlemen. 

Our next witness is Mr. James O'Neil. 

Mr. O'Neil, I am advised we should apologize to you because we 
were supposed to hear from you yesterday and we are not hearing 
from you until today. So if you will accept those apologies and pro- 
ceed, you can complete } your testimony. 

Mr. O’Net. I certainly will. 

Senator Brste. You may identify yourself. 


5 The forms referred to retained in committee files. 
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STATEMENT OF JAMES N. O’NEIL, DIRECTOR, SUPPLY MANAGE- 
MENT SERVICE, VETERANS’ ADMINISTRATION, ACCOMPANIED 
BY HOWARD BERNSTEIN, DIRECTOR, LEGISLATIVE SERVICE 


Mr. O’New. I would like to say first that the Administrator, Mr. 
Whittier, regrets very much that he is unable personally to be here 

before your committee this morning because of prior commitments 
with other congressional committees ‘and an already overloaded sched- 
ule. He was unable to do so. 

I am James N. O’Neil, Director of the Supply Management Service 
in the Veterans’ Administration, and Mr. Whittier’s staff assistant 
in the area of supply. Accompanying me is Mr. Howard Bernstein, 
of the legislative service of our Office of General Counsel. 

The Veterans’ Administration has 180 buying offices throughout 
the country. Four of these handle our national buying while the 
remainder are located primarily at our hosiptals and certain separate 
administrative offices in view of the Veterans’ Administration’s policy 
that perishable subsistence, meat and dairy products, and emergency 
supplies for our hospitals, domiciliaries, and offices be purchased from 
the local markets. In this way we assure that a substantial portion 
of our requirements be purchased from small, local businessmen. Our 
purchasing program for supplies and e ipment amounts to approxi- 
mately $130 million a year, of which $12 million is procured from 
mandatory non-V A sources—approximately $9 million from Federal 
supply contracts made by the General Services Administration, $5 
million from GSA stores, and approximately $1 million from F ‘ederal 
Prison Industries. Of the remaining, $59 million is purchased locally 
by our field stations and $56 million contracted for centrally. Of this 
$56 million, $26 million is purchased for direct delivery to our 3 
depots for redistribution to the field stations and $20 million either 
for direct delivery to the stations or on indefinite quantity contracts 
as required by our field stations. In addition, the Veterans’ Admin- 
istration placed $57,571,599 in construction contracts during fiscal 
year 1958. 

Senator Brste. What is the nature of those contracts, those veterans 
hospitals ? 

Mr. O’Neit. The bulk of that were 2 hospitals, 1 at Palto Alto 
and 1 at Downey, Ill. 

Senator Bratz. Thank you. 

Mr. O’New. The philosophy of the Veterans’ Administration in 
support of the small- business program of the Congress is clearly 
stated in an address delivered by the then Deputy Administrator of 
Veterans’ Affairs, Mr. John S. Patterson, at Baltimore, Md., June 
21, 1956, the full text of which was released to all V eterans’ Adminis- 
tration stations for their guidance in circular 26, dated August 30, 
1956. I quote from Mr. Patterson’s remarks: 

Then there’s this declaration of policy, as stated by the Congress: 

“The Government should aid, counsel, assist, and protect insofar as possible 
the interests of small-business concerns in order to preserve free competitive 
enterprise * * * to insure that a fair proportion of the total purchases and con- 
tracts for supplies and services for the Government be placed with small-business 


enterprises to maintain and strengthen the overall economy of the Nation.” 
The Veterans’ Administration subscribes wholeheartedly to this policy. 
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We regard small business as the backbone of our gigantic industrial system 
* * * a system that could not stand erect, nor move forward, without the solid 
underpinning of thousands upon thousands of small businesses. 

It’s one thing to subscribe to a policy. It’s quite another thing to do some- 
thing about it. Weare doing something about it at the VA. 


Senator Bratz. I certainly want to commend you for doing some- 
thing about it, Mr. O’Neil. I think it is very heartening to this com- 
mittee when we are made aware of the fact that you are placing some- 
thing in the neighborhood of 50 percent of your procurement to small 
business. I think you are to be commended for it, and I feel that all 
the other members of the committee would want to join me in giving 
you aspecial accolade. 

Mr. O’Netu. Thank you, sir. 

Senator Bretz. You may proceed. 

Mr. O’Nem (continuing to quote from Mr. Patterson’s address) : 


We constantly encourage small business to compete in furnishing our many 
requirements. We try to keep our purchase quantities small enough to be attrac- 
tive to small business. 

In cases where small business cannot handle our full requirements conveniently, 
we give them an opportunity to bid on partial quantities. 

Do you know that 97 percent of our purchases are in amounts of less than 
$10,000? 

In addition, we cooperate with the Small Business Administration by setting 
aside certain purchases specifically for award to small-business concerns * * * 
and to small-business concerns only. We do this, of course, under authority 
granted by Congress in the Small Business Act. 


The Veterans’ Administration set-aside program was established 
by Administrator’s Memorandum No. 4, dated January 31, 1956, which 
provided : 


1. The Small Business Administration and the Veterans’ Administration have 
agreed to conduct a set-aside program whereby certain centralized purchase 
requirements of the Veterans’ Administration which have not historically been 
furnished by small business, shall be set aside for purchase from small-business 
concerns provided that the estimated delivered cost thereof shall be $5,000 or in 
excess thereof. 

2. A small-business concern is one which meets the criteria established therefor 
by the Small Business Administration. 

3. A set-aside shall consist of a written agreement between a Veterans’ Admin- 
istration contracting officer and the Small Business Administration representative 
that an entire requirement or a specific portion thereof shall be set aside for 
award to small-business concerns. Each individual purchase requirement covered 
by this agreement shall be subject to an individual joint determination. 

4. The following criteria shall be applied by the Veterans’ Administration in 
arriving at a joint determination: 

(a) One hundred percent (total) set-aside: A requirement shall be subject to 
100 percent set-aside when not less than 25 percent nor less than 3 prospective 
bidders on the current Veterans’ Administration bidders’ list shall be qualified 
as small-business concerns capable of supplying the total purchase requirements, 
and there is reasonable assurance that competition will be secured at fair market 
prices. For total set-aside the requirement will be advertised and awarded in 
competition limited to small-business concerns, or negotiated, if otherwise author- 
ized for negotiation. 

(bv) Less than 100 percent (partial) set-aside: A requirement shall be sub- 
ject to partial set-aside when not less than 25 percent nor less than 3 prospective 
bidders on the current Veterans’ Administration bidders’ list shall be qualified 
as small-business concerns capable of supplying a significant portion—not less 
than 25 percent—of the total purchase requirement. In partial set-aside the 
unrestricted portion will be advertised and awarded in open competition subject 
to Revised Statute 3709, and the set-aside portion shall be subsequently purchased 
from small business by negotiation at a unit price not in excess of the price 
paid for the unrestricted portion. 
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5. The Small Business Administration may recommend to the Veterans’ Admin- 
istration additional firms for possible inclusion on the Veterans’ Administration 
bidders’ list. The Veterans’ Administration shall determine that these firms are 
qualified and desire to compete for supply of its requirements, and, if so, add these 
firms to its bidders’ list for future requirements. 

6. Small businesses who might otherwise be awarded a contract will not be 
disqualified for capacity or credit without affording Small Business Administra- 
tion an opportunity to process a certificate of competency. 


Since over half of the Veterans’ Administration’s supply dollar is 
traditionally spent with small business, no effort has been made to set 
aside those requirements which traditionally go to small business. In 
addition to that, however, in fiscal year 1958, over $6 million in require- 
ments were specifically set aside for award to small-business firms. 
While it is regretted that we do not as yet have our full and complete 
final report for fiscal year 1958 at the time of this hearing, the report 
for the first half of 1958 reflected an increase in awards to small-busi- 
ness firms 6.6 percent over the comparable period of the previous year, 
making a total of 56.5 percent of the Veterans’ Administration’s re- 
quirements awarded to small-business firms. Total purchases for the 
first half amounted to $64,883,858, of which $36,704,942 was awarded 
to smal] business, 

We will provide the committee with a complete report on or about 
August 1 when the field station reports are received and compiled. 

Senator Brste. That will be very much appreciated, Mr. O’Neil. 

(The information subsequently supplied by Mr. O’Neil follows :) 


Exuisit IX 


VETERANS’ ADMINISTRATION, 
OFFICE OF ASSISTANT ADMINISTRATOR, 
Washington, D. C., August 13, 1958. 
Hon. Grorae A. SMATHERS, 
Chairman, Subcommittee on Government Procurement, Select Committee 
on Small Business, United States Senate, Washington, D. C. 
Dear SENATOR SMATHERS: The following information promised your subcom- 
mittee last week outlines the extent of the VA’s participation in the small-busi- 
ness program for fiscal year 1958. 


Supply: 
SE eNO ea i anette tn keene ees wale $128, 605, 183 
BWaPGe’ bo aniell GusINONG sie ed cst os 69, 342, 273 
Awarded to other than small business___._-_-------------- 59, 262, 910 
Construction : 
SOGRF PI ONOE nb ieee 58, 110, 819 
Aweeraed to emall: BUG Risiia cncbidweseccin cesta saniuien 18, 017, 625 
Awarded to other than small business_____._.__-_____--_--- 40, 093, 194 


This represents a total of 54 percent of our supply requirement obtained from 
small business. The drop in construction awards to 31 percent of the total as 
explained to your subcommittee resulted from two awards for new hospitals 
amounting to over $19 million each. 

Very truly yours, 
JAMES N. O’NEIL, 
Director, Supply Management Service. 


Mr. O’Nem. While the picture does not appear quite as good as usual 
in the construction field in which $57,571,599 was awarded in the full 
year, $17,689,488 went direct to small business and $39,882,111 to other 
than small business; this was due largely to 2 awards for the construc- 
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tion of hospitals at Palo Alto, Calif., and Downey, Ill., each at a cost 
of more than $19 million. This amount will, however, ultimately be 
awarded to many subcontractors, a large proportion of which will in- 
evitably be small business. 

The Veterans’ Administration made two changes in its policy for 
assistance to small business during or just prior to 1958. One of 
these was a policy provision for making progress payments to small- 
business firms who may require financial assistance in order to per- 
form contracts with this agency. We have not to date been requested 
by any small-business firm to make advance or progress payments. 
We believe that this is due to the fact that 97 percent of our pur- 
chases are in amounts less than $10,000. 

The Veterans’ Administration endeavors to keep its procurements 
as small as possible consistent with economy, in order to make them 
more attractive to small-business firms. In addition, our invitations 
to bid covering large purchases specifically provide that a supplier 
may bid on all or any part of a requirement in order to permit the 
small-business firm to offer to provide quantities within his capability. 

In addition to that, the Veterans’ Administration initiated in 1957 
an active program to bring all interested suppliers closer to our 
quality-control program in order to give them a better understanding 
of the specifications, quality, and design of certain technical items 
of equipment, primarily surgical and dental instruments, and other 
technical medical equipment in order that they would have a better 
understanding of what the Veterans’ Administration requires, and 
know whether or not their product would meet our specifications. 
This is a preinspection program in which the Veterans’ Administra- 
tion, when it has a requirement, invites all known suppliers to submit 
the product of their normal manufacture which they would supply 
in answer to the specification. That item is then carefully checked for 
the technica] requirements of the specification; and, then, in the case 
of a surgical or dental instrument, after the brand name has been 
buffed off and all identifying marks as to manufacture are removed, 
evaluated in use by a panel of qualified professional dentists, sur- 
geons, or other specialists. If accepted, the supplier is so advised. 
In the event, either from a standpoint of technical specification, 
balance, or design, the item is found to be not acceptable to the Vet- 
erans’ Administration, a clear statement is issued to the supplier 
indicating wherein the item fails to meet our requirement, so that 
he may correct any deficiencies and have his item qualified for future 
awards. This program has received the enthusiastic support of small- 
business men throughout the industry. 

Senator Bretz. May I interrupt you at that point to ask a question ? 

We have a VA facility, for example, in Reno, Nev. Now, who is 
vested with the authority to buy supplies for that particular hospital 
in Reno? Is the Administrator in charge of that hospital or does 
that come down through the region, or how does it work ? 

Mr. O’New. There is a contracting officer on the staff of the man- 
ager of the hospital. 

Senator Brsie. Contracting officer on the staff of the manager of 
the hospital, and he, in turn, follows up what you just said in here. 

Mr. O’Net. This relates to our centralized buying program, our 
national buying program, this particular preinspection program. 
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Senator Brstz. Well, then, maybe we ought to seek a little more 
clarification. What do you buy, then, on the local level, just using 
the Reno Veterans’ Hospital as an example? 

Mr. O’New. The largest proportion of that is spent for perishables, 
meat, and dairy products. 

Senator Brstx. When you get into the field of drugs and surgical 
supplies, that is handled how? 

Mr. O’Netz. That is bought centrally on all of those items that have 
a significant nationwide requirement. A station buys those drugs 
that that station alone uses or requires for some special purpose or 
some special research program. 

Senator Bratz. What do you mean by “central station”? Is that a 
regional station or is that the Washington office? Do you buy that here 
in Washington, D. C.? 

Mr. O’New. No; but we buy it only in one place in the country, at 
Chicago. 

Senator Bretz. You buy it at Chicago. 

Mr. O’Nem. Our buying office for dental and surgical instruments 
is located in the Hines Depot at Chicago. 

Senator Breuer. I see. Those are purchasers for all the veterans’ 
facilities throughout the United States. 

Mr. O’Net. That is correct. 

Senator Brie. And you, in turn, ship them to wherever they need 
them. 

Mr. O’Net. That is right, sir. 

Senator Bratz. Do you have a large warehouse there, or how does 
that work ? 

Mr. O’Netu. Yes. We have three large warehouses that support 
our hospital program: One in Wilmington, Calif.; one in Chicago at 
Hines; and one in Somerville, N. J. 

Senator Bree. I see. And it is handled on a requisition basis ? 

Mr. O’New. On a requisition basis. 

Senator Brete. Thank you. 

Mr. O’New. Briefly, then, in summary, the Veterans’ Administra- 
tion endeavors to comply with the intent of Congress with regard to 
small-business concerns by policy determinations and procedures de- 
signed to permit such concerns to successfully compete for our business 
at all levels of VA purchasing, in the large requirements by insuring 
that set-asides are made whenever possible and practicable, and in the 
small requirements where most competitors for our business are small- 
business concerns by insuring even that tie bids are resolved in favor 
of small-business concerns. 

Senator Brete. Mr. O'Neil, again I want to express the compli- 
ments of the committee for the splendid work you are doing in turn- 
ing out the professional directive, in placing a large percentage of 
the business with smal] business, I again think maybe you should 
have had a little higher billing instead of coming last on the program ; 
but maybe we have saved the best for last. I appreciate your appear- 
ance and Mr. Bernstein’s appearance. I don’t have any questions, 
but if the staff has any—I think maybe because you have done so 
well, we had better rest on that. 

Mr. McInarnay ? 

Mr. McInarnay. Mr. O’Neil, on the first line of page 6, you men- 
tioned field station reports. 

Mr, O’Net. Yes. 
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Mr. McInarnay. I wonder if you would submit to the committee 
a copy of the forms used in those reports.* 

r.O’Nem. We will be happy to. 

Senator Brste. Mr. Stults? 

Mr. Sruuts. I have nothing. 

Senator Brste. Thank you very much. 

Mr. McInarnay. Mr. Chairman we expect to receive written re- 
ports from the Small Business Administration, the Internationa] Co- 
operation Administration, and the National Advisory Committee for 
Aeronautics. May we have your authorization to include these docu- 
ments in the appendixes of the record ¢ * 

Mr. Bratz. Without objection it is so ordered. 

The hearing will be adjourned. Thanks very much. 

(Whereupon, at 12:18 p. m., the committee adjourned.) 


1 Retained in committee files. 
2¥For reports referred to see appendixes I, II, and III, pp. 161-176. 








APPENDIXES 


APPENDIX I 


REPORT OF THE SMALL BUSINESS ADMINISTRATION WITH ACCOMPANYING EXHIBITS 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., July 18, 1958. 
Hon. Grorce A. SMATHERS, 
Chairman, Government Procurement Subcommittee, 
Select Committee on Small Business, 
United States Senate, Washington, D.C. 


DEAR SENATOR SMATHERS: As requested in your letter of July 8, there is 
enclosed a report of the procurement assistance programs of this agency. In- 
cluded as exhibits to this report are statistics showing procurement assistance 
accomplishments, examples of such assistance, and discussion of the Task 
Force for Review of Government Procurement Policies and Procedures. 

During fiscal year 1959, we shall continue all current programs, and extend 
them as much as present personnel and additional personnel for which positions 
may be granted will permit. Increased emphasis will be placed on subcontract- 
ing assistance. 

The new programs established by the enabling legislation will be activated 
as rapidly as possible. These programs provide for (1) assistance to small 
firms in research and development, and (2) set-asides to small business on Goy- 
ernment timber leases and sales of Government property. 

We are very glad to submit this report to you. 

Sincerely yours, 
WENDELL B. BARNES, 
Administrator. 


SMALL BUSINESS ADMINISTRATION PROCUREMENT ASSISTANCE TO SMALL BUSINESS 


Progress has been made by the Small Business Administration to strengthen 
and expand the programs of aiding, counseling, and assisting small-business 
concerns to participate in purchases and contracts for supplies and services for 
the Government. The SBA recognizes fully, however, that the optimum results 
with respect to assistance to small business in achieving a fair proportion of 
Government contracts and in participation in subcontracting opportunities still 
remains to be obtained. 

The most persistent problem continues to be how best to divide the available 
manpower in order to meet all of the many requests arising throughout the 
country for this assistance and to fulfill the various functions required in extend- 
ing procurement assistance to small firms. 


JOINT SET-ASIDES FOR SMALL-BUSINESS CONCERNS 


It is recognized that this program has not reached its full potential. The 
basic problem is that of coordinating small-business programs with the primary 
responsibility of the purchasing offices. Therefore, the problem is one of con- 
tinued education. 

Although final statistics are not yet available, it is known that joint set-asides 
for small business will total more than $1 billion for fiscal year 1958. This is 
the largest amount set aside for small business in any fiscal year to date. To 
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illustrate the steady progress being made in this program, results for past fiscal 
years are shown below: 





Set-asides 





Fiscal year 
| 


Number Amount 


11,851 | $744, 335, 298 
6,075 | 497, 678, 432 
3, 924 386, 610, 589 
1,621 | 228, 504, 359 











1 Includes 1 month of operation under the Small Defense Plants Administration. 


The joint set-aside program is carried out by the SBA in cooperation with 
those Government agencies which account, dollarwise, for most of the Federal 
Government’s purchases. Section 214, Public Law 163, as amended, empowers 
the SBA and Government contracting officers to set aside proposed procure- 
ments for competition among small-business concerns when such action is 
in the interest of maintaining or mobilizing the Nation’s full productive capacity 
or is in the interest of war or national defense programs. 

The program is directed toward the discharge of their common responsibilities 
that a fair proportion of total purchases and contracts for supplies and services 
of the Government shall be placed with small-business concerns. 

To carry out the joint set-aside program, the Small Business Administration 
has assigned representatives to the major Government purchasing offices. 
There, in cooperation with procurement officials, they jointly screen proposed 
purchases, determine whether small firms can supply the items or services, 
and evaluate the small-business competition. When the Small Business Admin- 
istration representative determines that sufficient small-business competition 
can be obtained, he recommends that the procurement be totally or partially 
set aside for competitive award to small-business concerns. If this request 
is denied, he has the right to formally appeal the decision to the highest 
procurement official at the installation. 

When an entire procurement is restricted to small-business firms, that is, 
set aside for exclusive award to small business, any bids received from large- 
business concerns are considered as nonresponsive. Where only part of a 
proposed purchase is set aside for small business, small firms compete with 
all other businesses that bid on the contract, large and small, for the non-set-aside 
portion of the procurement in order to be considered for negotiation of the 
set-aside portion. To qualify for negotiation of the set-aside portion, the bid 
entered by a small-business firm must be within 120 percent of the highest 
unit price at which the award is made for the non-set-aside portion. Negotiation 
is then conducted with the small-business firms which are determined to be 
responsive and which qualify under the 120-percent rule, beginning with the 
firm which submitted the lowest bid on the non-set-aside portion. When only 
one award is made on the non-set-aside portion, the set-aside portion must be 
awarded at the same unit price. When the non-set-aside portion results in mul- 
tiple awards, the set-aside portion is awarded at a unit price equal to that of the 
highest price awarded on the unrestricted portion. 

The SBA set-aside program assures that small firms will be awarded contracts 
on those procurements earmarked for exclusive award to small business. Fur- 
thermore, when a proposed procurement is set aside on a partial basis, the 
opportunity for awards is, in fact, double; 1 with respect to the set-aside part, 
and 1 with respect to the non-set-aside portion. It further gives small business 
the opportunity to bid or quote on smaller quantities, since the partial set-aside 
action has the effect of dividing the procurement into at least two parts. This 
program serves to strengthen the national economy, inasmuch as it broadens 
the procurement base for the Government by encouraging small-business par- 
ticipation in Government contracts. 

Accomplishments under the joint set-aside program are dependent to con- 
siderable extent upon the number of purchasing offices which can be covered 
by SBA representatives. During the past 6 months, 37 SBA representatives 
have carried on the program regularly in 26 Army purchasing offices, 21 Navy 
installations, 16 Air Force Establishments, and 27 Federal civilian agency 
purchasing offices. As manpower would permit, liaison has been maintained 
with 140 other purchasing offices which do a lesser volume of purchasing. 
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In order to provide the greatest assistance to small firms within the limita- 
tions of available personnel, the agency’s main effort has been concentrated 
in the larger procurement installations. 

In addition to carrying on the set-aside program, SBA representatives at the 
procurement centers counsel owners and officers of small concerns in selling 
to all Government agencies. They also assist specific small-business concerns 
to obtain an opportunity to bid on various procurements of which they otherwise 
would be unaware. 


GUIDING SMALL FIRMS TO AREAS WHERE COMPETITION IS NEEDED 


A program which supplements that of restricting procurements for award 
to small-business concerns is that of locating competent small-business sup- 
pliers for those items or services for which small-business competition has been 
inadequate or lacking. When SBA representatives at purchasing offices screen 
procurements for possible set-aside action, all possible information is obtained 
concerning past procurement history and the prospects for small-business com- 
petition on each procurement being examined. When the SBA representatives 
learn that an item or service can be supplied by small-business firms, but that 
there has been little or no competition from them, arrangements are made 
for SBA field offices to locate competent suppliers for the particular item or 
service and purchasing office. All essential data and information concerning 
the item or service, including drawings and specifications, are forwarded to 
the agency’s field offices in order that SBA engineers and industrial specialists 
match this basic information with the agency’s facilities register of small firms 
which are competent to supply the item or service and which wish to bid. 

This systematic action not only increases small-business competition and 
broadens the industrial base, but also has the effect of assuring a better price to 
the Government because of greater competition. The primary aim of the pro- 
gram, however, is to increase awards to small business by increasing the number 
and variety of items and services on which joint set-asides for small-business 
firms may be made. This objective is gradually being accomplished. As an 
example, some of the items on which the agency was able to obtain joint set- 
asides during the past 6 months because action had been taken to find competent 
small-business firms desirous of bidding in the areas in which competition was 
needed are: Maintenance and repair of furniture; space heaters; standards and 
tolerances for cloth; steel washers; steel nuts; preformed rubber packing; se- 
curity alarm systems; steel shelving; construction; plastic drinking cups; steel 
bunks; wood and metal furniture; electric blankets; pasteboard targets; refuse 
containers, hoisting; reconnaissance boats; rotary sweepers; operating gowns; 
tension guys; microwave tubes; walk-in refrigerators; rigid randomes: mobile 
meal carts; aluminum folding chairs; electrical wire; fueling and defueling 
systems; repair of watertanks; auto soap; aircraft engine overhaul; refuse 
collection disposal; janitorial services; map paper; jet engine overhaul; playout 
reels for aircraft; prefabricated buildings; valves; capacitors; compressors; 
boats; vibrators; interruptors; envelope bags; structural steel fabrication; 
photographie supplies; electronic trainers: maintenance and repair of elevators; 
and aluminum alloy sheets. 

Even though the potential source action does not always result in set-asides 
for small-business concerns, it does serve the primary objective of getting small- 
business firms on the proper bidders lists so that they may provide increased 
competition on future procurements. 


INVENTORY OF SMALL PLANT FACILITIES 


An inventory of small-business productive facilities is maintained on a decen- 
tralized basis in the field offices. Small companies interested in registration are 
furnished a questionnaire on which they list facilities and other pertinent infor- 
mation. On receipt of a questionnaire by the field office, it is filed alphabetically 
by company name. The most important data are reviewed and the company 
classified by major product or capabilities. The company is then coded for quick 
identification in accordance with the standard industrial classification. 

The purpose of the facilities inventory is to insure that a record is provided 
for quickly ascertaining the productive capacity of small plants in a given area. 
The data furnished by the company are carefully classified as to capacity, ma- 
chine tools, number of employees, types of products, and other essential produc- 
tion factors. This information can then be evaluated to determine a manufac- 
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turer’s industrial potential, including the kinds of production for which his 
facilities are now suited, and the types to which the facilities can be converted 
in case of full mobilization for defense. Many small firms now engaged in pro- 
ducing a peacetime, civilian item, can, when the need arises, produce a wide 
variety of defense items which have no civilian counterpart. 

The inventory is now used principally in assisting the registered companies in 
their efforts to obtain prime and subcontracts, in locating new sources for the 
military services, in providing data for defense mobilization planning, and in 
locating scarce or specialized machine tools and equipment when calls for them 
are received. 

Small Business Administration field offices are authorized to cooperate with 
State and local governments, chambers of commerce, and trade associations in 
the collection of facility information to expand the facilities inventory and so 
increase its coverage. 

Almost 39,000 small plants are registered with SBA. A program is now under- 
way to enlarge this total. The increasing importance of the mobilization aspects 
of the inventory points up the clear need for registering more small firms that 
are removed from urban centers, and this is now receiving emphasis. 

An intense program is underway to register qualified small-business concerns 
for research and development work. This will be a special inventory group 
which will receive constant attention so that defense and civilian agencies 
engaged in this work can be made aware of these facilities during peacetime or 
mobilization periods, and a fair share of this work channeled to small business. 

In May 1958 an initial list was released of approximately 1,100 small com- 
panies qualified for research and development work—principally those engaged 
in research and development in the physical sciences. This list identifies the 
names and addresses of the small firms and shows the types of services in which 
each is engaged. It is intended that revisions will be issued every 6 months. 


PROCUREMENT ASSISTANCE COUNSELING 


The Small Business Administration, through its procurement counseling pro- 
gram assists small-business concerns to determine what items or services they 
can furnish to the Government and which procurement agencies buy them. It 
assists firms in obtaining listing on appropriate bidders lists and helps them 
obtain bid sets for purchases they are able to supply. The agency is now giving 
particular emphasis to informing small-business firms interested in research and 
development work how and where to present detailed information about their 
fields of interest; their research scientists, development engineers, and other 
technical personnel ; their laboratory equipment; research facilities ; and experi- 
ence in research and development work. 

In order to provide small firms with as full and current information about Gov- 
ernment purchasing as possible, the SBA has revised its United States Govern- 
ment Purchasing Directory and United States Government Specifications Direc- 
tory and published the two in combined form under the title ‘“‘United States Gov- 
ernment Purchasing and Specifications Directory.” The new and expanded direc- 
tory provides detailed information on the items and services bought by the Feder- 
al Government and the agencies which buy them; sources of specifications used 
by the agencies in their purchasing: steps to take in locating prime contract and 
subcontract opportunities; and other helpful data. It became evident very early 
in the existence of this agency that obtaining information on Government speci- 
fications presented a problem to small-business concerns and necessitated some 
action in that field. To meet the need then, this agency issued the United States 
Government Specifications Directory, which was a guide to several hundred places 
throughout the country where small-business firms might refer to Government 
specifications. In the new publication, United States Government Purchasing 
and Specifications Directory, information concerning specifications is prom- 
inently featured and now contains a list of some 900 places throughout the 
country where small-business firms might refer to Government specifications. 
This action, in itself, is not a solution of the problem. The solution continues 
to be an objective of this agency. The directory, which is widely used both 
in industry and Government, is sold by the Superintendent of Documents, United 
States Government Printing Office, Washington 25, D. C. 

This agency assists small-business firms in solving problems regarding bids and 
specifications and helps resolve difficulties between small-business firms and Gov- 
ernment procurement officials. During the first 11 months of fiscal year 1958, 
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22,195 cases of procurement counseling were handled, in which this assistance 
was rendered to owners and operators of small-business concerns. More and more 
firms are seeking assistance from this agency in obtaining prime and subcontract 
assistance. A total of 7,103 small-business firms was helped to bid on specific 
Government purchases. 

WEAPONS SYSTEM CONCEPT 


The weapons system concept encompasses the research, development, prototype, 
testing, and production of a major end item. This system is being employed by 
the Department of Defense in the procurement of such items as airplanes, tanks, 
and missiles. It is conceded that no small-businéss concern could undertake the 
responsibility of prime contractor under the weapons system concept. Among 
the arguments in support of the weapons system concept are the necessity for 
overall responsibility to the Government for the production of the end item and 
the necessity for compatibility of various components, assemblies, and subassem- 
blies constituting the end item. However, the Army, the Navy, and the Air Force 
procure some of the missiles under their respective cognizance without employ- 
ing the weapons system concept. Some of the missiles procured by the Army have 
been developed, in the main, by the Army itself, and the Army, in effect, acts as 
prime contractor in their procurement and breaks down the procurement into a 
series of contracts for components, assemblies, and subassemblies. The Navy 
does not employ the weapons system concept in the procurement of those missiles 
under cognizance of the Bureau of Ordnance of the Navy Department, which 
similarly breaks down the procurement into a number of contracts for com- 
ponents, assemblies, and subassemblies. The Air Force does not employ the 
weapons system concept in connection with the procurement of the missiles 
Atlas, Thor, and Titan. 

The airplanes, tanks, and missiles procured by the military services under the 
weapons system concept are made up of many subsystems, components, assemblies, 
subassemblies, and parts, a great many of which can be produced by small-busi- 
ness concerns. The law has placed the responsibility on the Department of 
Defense as well as upon the Small Business Administration to assist small busi- 
ness to receive a fair share of the military procurement dollar. Under the 
weapons system concept the responsibility for procurement of supplies and serv- 
ices is delegated by the Department of Defense to the prime contractor. The 
weapons system method could have serious effects upon competition if the prime 
and major subsystem subcontractors thereunder do not seek open competitive bids 
from their subcontractors. As soon as a part, assembly, subassembly, or com- 
ponent has been developed, such items should be procured under open competitive 
bidding rather than being procured from original producers without competition. 


SUBCONTRACTING 


The increasing high dollar volume of missile procurement and utilization of 
the weapons system concept for procurement of research, development, and pro- 
duction of missiles, highlights subcontracting as an important approach for small 
business to participate in the missile program. The fluid state of the development 
of missiles due to the rapid technological advances in the fields of chemistry, 
electronics, or metallurgy, as well as in the production techniques, coupled with 
the limited financial and technical resources, production facilities, and equipment 
of small-business concerns, generally precludes their undertaking the overall 
development. responsibility for the missiles as prime contractors under the weap- 
ons system concept. 

SBA’s procurement assistance programs directed at assisting small business 
to obtain a fair share of Government missile procurements are set-asides for 
exclusive particiation by small-business concerns and subcontracting. Set-asides 
are being made to a limited degree in the procurement of those missile parts, 
subassemblies, and assemblies for which procurement responsibility was reserved 
or reacquired by the Government missile procuring agency and for which ade- 
quate working drawings and specifications are available. While these procure- 
ments cover a fairly large percentage of items procured, they represent only a 
small percentage of a total missile dollar volume. 

Small Business Administration had adapted its subcontracting program to the 
requirements of the weapons system concept of procurement and has implemented 
new procedures to match the technical requirements of the missile program with 
the technical capibilities of small concerns that wish to participate init. In doing 
this, it has developed considerable information not readily available elsewhere. 
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The SBA has transmitted to its field offices, to the military services, and to the 
Select Small Business and Banking and Currency Committees of both the Senate 
and the House, copies of a compendium title “Missiles Subcontracting,” which 
when completed will consist of five parts. The compendium contains the first 
three parts which are directories (a) of items used in the production of missiles; 
(b) of components, assemblies, subassemblies, and parts of missiles; and (c) of 
companies engaged in the production of missile subsystems, components, assem- 
blies, subassemblies, and parts. 

The compendium contains approximately 3,500 individual items employed in 
the production of missiles and approximately 2,500 companies holding contracts 
for oe production of subsystems, components, assemblies, subassemblies, and 
parts. 

The fourth part, which will be released as soon as all of the essential data has 
been developed, will deal with special techniques, requirements, and conditions 
governing missile production. The fifth part will be a glossary of missile terms. 

The SBA has an additional list of companies engaged in missile production 
which will be added to the list in the compendium as soon as the items being 
produced can be identified. The information now being developed for part 4 of 
the compendium will make it possible for SBA to advise small firms effectively 
on the technical requirements of specific production of missiles and their com- 
ponents. 

In order that this program may be as effective as possible, this agency, through 
the cooperation of the Department of Defense, is currently engaged in studying 
the subcontract program of some of the major prime contractors. While it is 
too early to determine the value of this study at this date, it is proposed that it 
will be completed by the end of August, at which time the results and recommen- 
dations will be made to the Department of Defense and we will be most happy 
to advise your committee at that time. 

During the first 11 months of this fiscal year, SBA staff members had 2,772 
consultations with major prime contractors in behalf of small subcontractors. 
As a result, 6,127 subcontracting opportunities were referred to small firms. Sta- 
tistics on contract awards resulting from this program are not available since 
the referrals sponsored by the SBA often result, over a period of years, in mul- 
tiple contract awards which are not reported. 


PROCUREMENT CONTRACT REFERRAL 


When a small business concern requests the assistance of this agency in obtain- 
ing Government contracts, the agency secures detailed information regarding its 
production facilities. It then notifies small-business firms of current bidding 
opportunities which are suited to their particular type of equipment. This serv- 
ice is furnished until the small-business firm has had time to get its name on the 
bidders lists and to receive notice from the purchasing installations. The field 
offices of SBA obtain bid sets from the principal Government purchasing offices 
and are able to notify small-business firms of opportunities of which the firms 
would otherwise be unaware. During the first 11 months of this fiscal year, 
29,600 current bidding opportunities were made known to small-business concerns 
which had requested such assistance. 


CERTIFICATES OF COMPETENCY 


The SBA offers what is in effect an appeal procedure for the small firm which 
faces loss of a Government contract award because the procurement officer be- 
lieves the firm lacks the necessary financial or productive capacity. Under the 
Small Business Act, the agency is authorized to certify that small firms or small- 
business defense production pools are competent, with respect to financial means 
and productive capacity, to perform specific Government contracts. Once such 
a certificate is issued by the agency, the procurement oflicer is directed under the 
law to accept this agency’s determination as conclusive, as far as financial and 
technical capabilities of the applicant are concerned. 

Certificates of competency are issued by the SBA under the following condi- 
tions: 

1. The procurement officer has determined that the bidder applying for a cer- 
tificate is the lowest responsive bidder on an advertised purchase or is within 
price negotiation range on a negotiated purchase. 

2. The procurement officer has questioned the firm’s financial ability or pro- 
ductive capacity with respect to the proposed contract. 
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3. A comprehensive study of the firm’s facilities, manufacturing experience, 
technical ability, and financial capabilities indicates to the SBA that the firm 
is competent financially and technically to perform the contract. 

After a contract is awarded as the result of issuance of a certificate of com- 
petency, SBA representatives follow closely the small firm’s performance. If it 
experiences production or other difficulties, the agency assists with the problems. 

During the first 11 months of fiscal year 1958, SBA’s certificate of competency 
program included activity on behalf of small business in 402 cases. Of these, 
195 cases involving $47,349,259 in Government purchases were entered as formal 
applications for COC’s. After SBA’s investigation, 94 certificates of competency 
were issued covering procurements amounting to $19,029,832. No formal COC 
applications were filed in 207 cases involving some $18,836,500 in Government 
purchases. However, SBA specialists assisted many of these small companies 
in such a way that awards resulted without use of the COC procedure. 

An example of such assistance is the situation where a contracting officer 
notifies this agency that a small concern is low bidder on a procurement, but 
does not appear to have the financial or productive capacity to perform the con- 
tract. SBA then develops additional facts to clear up doubts and to assure the 
contracting officer that the firm really can do the job. The contracting officer 
than accepts SBA findings, resulting in the small firm getting the contract with- 
out recourse to a formal certificate of competency. 

Since the beginning of SBA’s certificate of competency program through May 
1958, 411 certificates covering procurements valued at $57,033,416 have been 
issued to small firms. 

SPECIFICATIONS ASSISTANCE 


A continuing problem of small-business firms is difficulty in obtaining copies 
of Government specifications. Many small firms receive bids sets from Govern- 
ment contracting officers without the appropriate specifications, or with the 
basic specification alone, while important reference specifications are omitted. 
Frequently, when a small firm writes to the purchasing agency for the needed 
specifications, heavy demand for them already has exhausted the supply. 

The SBA maintains at its Washington and field offices a reference set of the 
packaging and packing specifications most often required by small concerns in 
selling their products and services to the Government. 

During this reporting period, the agency worked closely with the task force 
for reviewing Government procurement policies and procedures. Technical 
guidance was provided to the task force study groups seeking to (1) simplify 
Government marking, packing, and packaging specifications, and (2) determine 
whether small business suffers a disadvantage in obtaining the use of Govern- 
ment-owned facilities. In addition, a staff member of the agency served on 
the study group dealing with the overall area of Government specification, while 
another was chairman of an interagency special staff assignment to prepare 
recommendations to the Government for improving the availability of specifica- 
tions. The SBA has submitted a number of subjects to the study group for 
consideration and possible solution. 

In the period July 1957 through May 1958, the SBA received from the General 
Services Administration 199 new or interim Federal specifications. These were 
reviewed by the agency to make certain their provisions would not be restrictive 
to small concerns. The agency’s analyses resulted in a number of recommenda- 
tions to the General Services Administration for deletion of possible restrictive 
or discriminatory provisions. 

The Small Business Administration also seeks the issuance of new specifica- 
tions, or revisions in existing ones, to make it possible for small manufacturers 
to have their products considered in Government purchasing. Toward this end, 
negotiations were held during the past year with the Department of Agriculture, 
Quartermaster Corps, Marine Corps, Coast Guard, Signal Corps, National Bureau 
of Standards, and the General Services Administration. 

Previously in this report, under “Procurement assistance counseling,” men- 
tion has been made of the United States Government and specifications directory. 


BUSINESS OPPORTUNITY MEETINGS 


During fiscal year 1958 the SBA, in cooperation with other Federal agencies 
and State and local business groups, cosponsored 19 small-business opportunity 
meetings. More than 13,000 small-business owners and managers attended these 
meetings and learned firsthand of the Government’s buying methods, prime 
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contract and subcontract opportunities, and helpful services available from the 
Small Business Administration and other Federal agencies. 

Meetings were held during this period in: Atlanta, Ga.; Providence, R. I.; 
Fresno, Calif.; Denver, Colo.; Richmond, Va.; Jacksonville, Fla.; Akron, Ohio; 
San Diego, Calif.; Topeka, Kans.; Erie, Pa.; Worcester, Mass.; Shreveport, La. ; 
East St. Louis, Ill.; Garden City, N. Y.; Casper, Wyo.; Cleveland, Ohio; Buffalo, 
N. Y.; Birmingham, Ala.; and Corpus Christi, Tex. 

At the opportunity meetings information on how to sell to the Government is 
presented by means of talks by top Government purchasing officials; visual dis- 
plays; sample bid sets; and exhibits of products purchased by the military and 
civilian Federal agencies. Each meeting also features exhibits by large prime 
contractors of items for which subcontractors are being sought. In addition, 
SBA specialists and Government contracting officers provide on-the-spot pro- 
curement counseling and assist individual firms in obtaining listing on appro- 
priate bidders lists. 

One of the chief benefits derived from the meetings has been to bring many 
small subcontractors or suppliers to the attention of interested prime contractors, 
Both small and large firms have expressed the view that the meetings are a 
very efiective form of prime contract and subcontract assistance to small busi- 
ness. It is estimated that more than 40,000 businessmen have attended these 
business opportunity meetings since they were begun in fiscal year 1957. 

In addition to these business opportunity meetings, the Small Business Ad- 
ministration participated in 26 other meetings sponsored or conducted by the 
Department of Defense, chambers of commerce, or other groups. Some of these 
meetings had the same objectives as the opportunity meetings; others were to 
assist in alleviating surplus labor conditions; while others were trade associa- 
tion meetings and shows at which SBA explained its programs and services 
offered, and counseled businessmen on management, procurement, production, 
and financial problems. 


RESEARCH AND DEVELOPMENT CONTRACTS 


In fiscal year 1957, small-business firms received only 4.8 percent of the value 
of military research and development contracts. This low percentage of small- 
business awards indicates that the scientific knowledge and engineering capacity 
of small firms are not being utilized to the fullest desirable extent by the Gov- 
ernment. 

In research and development procurements, Federal agencies seek participa- 
tion by the best qualified firms, educational institutions, nonprofit organizations, 
or individuals in order to receive the finest products or studies. This policy 
places a premium on experience and on superiority of facilities. 

The SBA field offices counsel and guide small firms and individuals interested 
in research and development work, and direct them to the appropriate procure- 
ment officials. The offices also develop additional small-business sources for re- 
search and development projects when notified by the agency’s representatives 
at procurement centers that greater small-business competition is needed. 

The percentage of research and development contracts awarded to small- 
business firms possibly could be increased by use of the joint set-aside program. 
Accordingly, the agency has instructed its representatives at procurement centers 
to initiate joint set-asides on research and development projects when two or 
more small-business firms have qualified as prospective contractors. This action 
will give the Government procurement officials every opportunity to cooperate 
in increasing the share of research and development contracts being awarded to 
small-business concerns. 

The agency has just issued a management aid, Research and Development 
Opportunities in the Federal Government, which should be very helpful to small- 
business firms desiring such work. This publication describes the steps to be 
taken by those seeking research and development work with the Government, 
and presents for the first time the types of research and development projects 
contracted for by civilian agencies and their proper points of contact. In addi- 
tion, the agency has compiled a list of 1,100 small firms interested in performing 
research and development work and their specific fields of interest. These lists 
have been furnished to Government purchasing offices for their use in contracting 
these small firms when projects suitable to them are being considered. It is 
hoped that these two publications will result in more research and development 
contracts for small business. 





SMALL BUSINESS PROCUREMENT PROGRAMS 169 


QUALIFIED PRODUCTS LISTS 


The Government buys most items on the basis of standard specifications which 
describe minimum quality or grade, size, and weight, and other characteristics. 
Certain items purchased by the Government, however, must pass special qualifi- 
cation tests before the procurement is completed. Items which pass the tests are 
listed in one of the qualified products lists which are used in Government pur- 
chasing. 

To increase the participation by small business in procurements of qualified 
products by Government agencies, the SBA issued management aid No. 42, 
Getting Your Product on a Qualified Products List. This aid is available through 
all SBA field offices and explains the reasons for qualified products lists and the 
procedures by which manufacturers can qualify their products. 

Small firms interested in selling to the Government a product which must be 
qualified before a contract can be entered into with the Government, should 
start early on the qualification procedure. The tests are too complex to be 
accomplished between issuing of invitations for bids and making of awards. 

All SBA field offices have been supplied up-to-date information to pass on to 
small firms needing assistance. In each field office library are the following: 

Index of Federal Specifications and Standards issued by GSA’s Federal Supply 
Service, which includes a list of Federal qualified products. 

Index to Qualified Products List issued by the Department of the Navy 
(NavSandA Publication 71). It includes the Department of Defense qualified 
products which are not listed in the references above. 


SMALL-BUSINESS PRODUCTION POOLS FOR DEFENSE 


The SBA is authorized to advise and assist in the formation of small-business 
production pools and to formally approve the pool’s proposed operations, subject 
to the concurrence of the Attorney General and the Chairman of the Federal 
Trade Commission. 

The principle behind production pools is the belief that many small businesses 
will be assisted in obtaining contracts and orders for the production of items 
and services which would not otherwise be obtained and which in all probability 
they would not seek. Whereas experience indicates that pools are less likely to 
be successful during a period of reduced mobilization than in wartime, interest 
in production pools has shown a decided increase during the last 6 months. It 
appears that firms which have suffered a decline in orders or production of 
civilian-type business have considered forming pools as a means for improving 
their competitive position for Government purchases of defense items. 

At present there are 5 approved pools, only 1 of which considers itself active 
and is seeking defense prime and subcontracts. The other four pools are main- 
taining their organizations on a standby basis. 

During the past 6 months, a new member was added to the Allied Specialties 
Co., and an application is pending from a proposed pool located on Long Island, 
N. Y. In addition, groups in Hawaii, Puerto Rico, Oregon, California, Florida, 
and Arizona have obtained information with respect to the formation of small 
business production pools for defense. 

Two of the five approved pools have reported receiving 304 prime contract 
awards, totaling $1,277,932 and 4 subcontract awards valued at $85,967. 


SURPLUS LABOR AREA ASSISTANCE 


SBA assistance to surplus labor and underdeveloped areas stresses the build- 
ing-from-within approach, that is, emphasis is given to helping existing small 
firms to expand and to diversify. This approach serves to supplement the area 
development program of the United States Department of Commerce, which 
provides information on how to bring new industries into these areas. 

In their work in these areas, SBA production and industrial specialists meet 
with the managers of small-business concerns and with community leaders to 
consider means of stabilizing or expanding local employment. Consideration 
is given to the possibility of expanding the market for present products, intro- 
ducing additional or new products, or obtaining Government prime contracts or 
subcontracts. 

Industrial potential surveys of a major character were made in Cayuga 
County, N. Y., and other critical areas, as a basis of assistance to small-business 
concerns there. A $1,248,180 contract was awarded a firm in Carbondale, Pa., 
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as a result of this Agency’s certificate of competency to the manufacturer. 
This helped to increase the employment in that surplus labor area community. 
Similar awards elsewhere were of help to other surplus labor areas. 


SBA LIAISON OFFICERS WITH THE DEPARTMENT OF DEFENSE AND FEDERAL 
CIVILIAN AGENCIES 


An SBA representative is assigned to the Department of Defense to help 
achieve greater coordination of the two agencies’ small-business programs. The 
SBA representative participates in conferences and in the preparation of direc- 
tives relating to small-business policies of the Defense Department and the 
three military services. Defense officials have given this liaison officer excellent 
cooperation and his participation at the Defense Department’s policy level has 
resulted in a number of changes beneficial to small business. This SBA repre- 
sentative participates with the policy level officials of the Department of Defense 
by reviewing proposed policies, instructions, procedures, and implementations 
that affect small business and makes recommendations with respect to such 
proposals. 

A liaison coordinator is assigned also to civilian departments and agencies 
having small business procurement authorities and programs. This representa- 
tive participates in conferences and consults with key officials of civilian Gov- 
ernment agencies with respect to small-business participation in proposed pro- 
curements of these agencies. Civilian agencies have given this SBA representa- 
tive excellent cooperation. 


ExHIsIts TO THIS REPORT 


A. Statistics for many of the procurement assistance programs. 
B. Typical examples of procurement assistance. 
C. Task force for review of Government procurement policies and procedures. 


ExuHisitT A 


Procurement assistance accomplishments 





| Aug. 1, 1953- First 11 months 





May 25, 1958 | fiscal year 1958 
; 
Procurements set aside for small business..........-.....---.-.-- 38, 510 15, 039 
Neen en elma G nalemdnebsniemnssie $2, 788, 386, 890 $931, 258, 212 
Peles Giniinatt wederbels. oo ee os | 424, 449 | 29, 601 
Calls to develop subcontract opportumnities..............-.-.---.- | 16, 063 2,772 
Subcontract opportunities referred_................-------------- 35, 951 6, 127 
Cases of procurement assistance counseling and representation to | 
procurement agencies in behalf of small firms. ._............--- 1 109, 396 22, 195 
Firms helped to bid on specific procurements- --- 28, 744 7, 103 
Contacts to develop additional sources of supply for bidders lists | 
on which small-business competition was needed- --_..---- oud 1 31, 187 | 10, 405 
Certificates of competency: | 
I pilin Serban innate ccinnambaiaemesa suman | 872 | 195 
ect tks oc ee nan ahebnnsowdns | $170, 388, 802 | $47, 349, 259 
Number of certificates of competency issued-_..........------ 411 | 94 
ln 6 hae bb cada dd ods Sede ~ bin bbdbidnesncnce | $57, 033, 416 | $19, 029, 832 
Plants visited in connection with progress of certified | | 


| 
COTS otic isles nicniviipnsowesenvenuswssasareseccness | 4,127 | 637 


1 Covers period beginning July 1, 1954. 


EXHIBIT B 
NXAMPLES OF PROCUREMENT ASSISTANCE 


The SBA representative at a large purchasing office worked with procurement 
officials in trying to reduce the number of sole-source procurements. While 
screening such a procurement, he noted that although there was only one known 
source (large business) and no military specifications or drawings, the item 
could be made by small business. Further investigation disclosed that it was 
not proprietary, and that the sole-source firm’s drawings were on file at the in- 
stallation. Since the Government had the rights to these drawings, he requested 
a 100 percent set-aside for small business, which was granted. To insure ade- 
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quate small-business participation, the SBA and the procurement officials, act- 
ing separately, then furnished drawings of the item to over 200 small-business 
firms to learn if they were interested in bidding. This action resulted in 23 bids 
by small firms and an award to a small firm at a unit price of only about one- 
fourth that previously charged by the sole-source producer. 

The Administrator received the following letter from a Los Angeles firm: 
“With the help of the Small Business Administration, we have just successfully 
completed a $95,700 contract with the United States Navy. Without this help, 
it would have been impossible to secure this contract. However, due to your 
help, we have now broken through the initial barrier and are launched on what 
promises to be a permanent and profitable business * * *” 

A small manufacturer requested help from the SBA field office in getting an 
office accessory in the GSA catalog and on the qualified products list. The of- 
fice’s procurement center representative contacted the proper officials and made 
provisions for sample acceptance by GSA. After a lapse of time, followup was 
made to get the samples scheduled. This product is now on the Government 
schedule of qualified products, is available as a scheduled item, and the small 
manufacturer is pleased with the assistance given him. 

The following letter was received from a small firm in Mississippi: 

“We have received a formal invitation from the Chicago procurement office 
for the 39 tractors, 19 of which are on a formal bid and 20 on a set-aside. 

“We take this opportunity to express to you the very sincere appreciation of 
our company, as one of the small businesses that will now have an opportunity 
to bid on this procurement, for the splendid work of the Small Business Ad- 
ministration, and your office in particular, in securing a 50 percent set-aside. 

“As a small-business concern it was certainly heart warming to me to see the 
aggressive moves made by your office and your Chicago office, to assure that 
small business had an opportunity to participate in this procurement * * *” 

A small manufacturer appealed to SBA for assistance in seeking revision 
of a Federal specification to permit the qualification of his product. SBA deter- 
mined that the firm’s product was on the list of approved manufacturers certi- 
fied by a Government regulatory agency to produce products meeting certain 
safety requirements. SBA then asked the agency which wrote the original spe- 
cification to broaden the specification to permit the firm’s product to qualify. 
This was done, resulting in another small company being able to bid on procure- 
ments heretofore available only to large companies. 

A small firm, which had successfully performed Air Force contracts for canni- 
balizing B-36 bombers, expanded its facilities so as to handle an increased 
amount of such work, which it understood would be forthcoming. In the mean- 
time, however, Air Force officials decided that the Air Force would cannibalize 
the bombers rather than contracting for the work. When the firm brought its 
complaint to the SBA, it in turn notified SBA in Washington, which requested a 
review of the proposed action by Air Force Headquarters. As the result, the de- 
cision was made that cannibalizing of B-36 bombers should be performed by 
private contractors. 

The following letter was received from a firm in Massachusetts which had 
received assistance from the agency: 

“We have just been officially notified that we are awarded 36,000 pairs of 
United States Army combat boots under contract D. A. 36—-243-QM (CTM )-1674, 
01-705-E-58. This means full employment and a steady and busy run all 
spring. 

“Weare deeply grateful for the very fine cooperation you and your associates 
gave us recently in Washington, * * *” 

The following letter was received by the agency’s San Francisco office: 

“Today we received from Raritan Arsenal 4 copies of a negotiated contract 
covering the set-aside portion of the subject invitation amounting to 60,000 
gallons of hydraulic fluid for our execution and return to the arsenal. We 
have executed the forms and are forwarding them to the contracting officer by 
return airmail today. 

“This marks the successful culmination of a long and involved series of nego- 
tiations with the awarding arsenal which could not possibly have been so satis- 
factorily concluded without the wholehearted assistance and cooperation so 
efficiently and ably rendered by your organization in this matter. Often in the 
past years your agency has extended to us its assistance and the energies of its 
staff in unraveling the many complex problems which have developed in our 
dealings with various governmental departments, and this instance particularly 
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exemplifies the painstaking care and unstinting efforts you so willingly expend 
on behalf of the welfare and benefit of the small-business organizations in this 
areca, * * *” 

It was found that small firms could not compete with large corporations for 
the sale of plastic assault boats since the specification provided for a molded 
hull requiring the use of expensive dies and equipment. SBA was successful in 
having the specification changed to allow the use of a more modern method of 
production. The new procedure is economical and less costly to the Govern- 
ment. Asa result of this, a small firm received a contract for over $1 million. 

The following letter was received from a small firm in North Carolina: 

“T thank you for your letter of June 17, 1958, and I am pleased that your 
organization has come to our aid by requesting the Veterans’ Administration at 
Hines, Ill., to make a set-aside for small business on their next purchase of 
bedspreads. 

“We are having a very difficult time and an SBA set-aside of Federal Govern- 
ment bidding will be a definite benefit to us to help us carry on. * * *” 

This agency’s Chicago office received the following letter from the president of 
a small firm: 

“Recent assistance rendered us by your office in conjunction with an important 
(sovernment procurement deserves special mention. * * * The competent coun- 
seling received regarding certain aspects of advertised and negotiated Govern- 
ment procurement has already served us well in avoiding some of the pitfalls in 
the very complicated system of Government purchasing and contracting. It is 
almost impossible for a small business firm to obtain this information from any 
other source or in any other manner. * * *” 


TASK ForcE FoR REVIEW OF GOVERNMENT PROCUREMENT POLICIES AND PROCEDURES 


In accordance with the recommendation of the President’s Cabinet Committee, 
a task force was established for review of Government procurement policies and 
procedures. The original task force was established within the General Services 
Administration, with representation from the Department of Defense, the Small 
Business Administration, and the General Services Administration. 

At the outset, this group sought to determine the specific areas in procurement 
where remedial action was necessary or desirable. Various means of deter- 
mining these areas were used, such as field reports from the various Government 
agencies, industrial reports, congressional reports, and information furnished by 
some trade associations. 

Typical of the cases on which studies were conducted are (1) procurement of 
supplies and nonpersonal services, including Government-financed research and 
development ; (2) construction and construction-related services; and (8) related 
functions and activities such as transportation, payment, audit, financing, and 
property identification. 

There were many corrective suggestions that needed legislative support so 
there was drafted a bill designed to improve small-business opportunities in the 
procurement process that provided for (1) modernization of civilian agency au- 
thority; (2) increasing the scope of small purchases in the open market; (3) a 
statutory basis for uniformity of procurement practices in the purchase of sub- 
sistence items; (4) a statutory basis for facilitating the making of advance and 
progress payments; (5) simplification of procedure in administering certain labor 
requirements under construction contracts; and (6) extension of the criteria for 
the set-aside program to assure a fair share of Government purchases to small 
business, and authorization of classes of Federal contracts to be set aside for 
small-business concerns without the necessity for considering every individual 
contract. Both parts of recommendation (6) above were incorporated into sec- 
tion 15 of the new Small Business Act. 

The task force has been reconstituted and at present is composed of 5 members 
consisting of 2 members of GSA, 2 members of DOD, and 1 member of SBA. 
The memorandum of understanding provides that the staff for the task force 
should consist of one representative from the Department of Defense, representa- 
tives from the GSA as required, and representatives from the SBA as determined 
necessary. 

Under this realinement the task force has been active for the past 6 months. 
During this period, 55 procurement problem areas, originally identified as re- 
quiring study to determine the most feasible solutions, have been reexamined. 
Study groups or special projects have been organized to develop regulatory or 
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other remedial material needed to effect corrective action with respect to each 
program item. At the end of June, reports had been received on 13 of these 
projects items, with the balance scheduled for completion during the remainder 
of the calendar year. 

The task force staff has completed work on nine projects and submitted them 
to the task force for action. The task force approved circulation to agencies 
for comments and concurrence on a proposed regulation to cover establishment 
of a Federal procurement regulation system and regulations for handling late 
bids and bidding time. Other actions by the task force include approval of a 
proposed standard form for requests for quotations, for circulation to agencies 
for final comment; approval for circulation af a report on research and develop- 
ment contracting with small business; and study of better availability of Gov- 
ernment specifications and procurement information for small-business men. 

Projected for completion by the year’s end are (1) issuance of new or revised 
governmentwide contracting policies relating to determining responsibility of 
prospective contractors; (2) mistakes in bids; (3) use of bid samples and brand 
name preferences; (4) inspection and quality control; (5) procurement of ar- 
chitect and engineer services; (6) new standard forms for obtaining quotations 
for open-market purchases; and (7) a governmentwide regulation of procure- 
ment by advertising. 

The present representation of the staff in support of the task force is composed 
only of members from the General Services Administration and the Small Busi- 
ness Administration. Failure of other agencies to participate actively is slowing 
the progress of this undertaking. 


APPENDIX II 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., July 29, 1958. 
Hon. Greorce A. SMATHERS, 
Chairman, Government Procurement Subcommittee, Select Committee on 
Small Business, United States Senate, Washington, D.C. 

Dear Mr. CHAIRMAN: In reply to your letter of July 8, I am pleased to send 
you herewith an overall report on this agency’s small-business program. I hope 
this report will be satisfactory to you and your subcommittee, and that you 
will not hesitate to let me know if you desire any further information. 

Sincerely yours, 
J. H. SmMIrH, Jr. 


REPORT OF THE INTERNATIONAL COOPERATION ADMINISTRATION, WASHINGTON, D. C. 


The Office of Small-Business was established pursuant to the April 1949 
inclusion of section 112 (i), the so-called small-business amendment, in the 
Economic Cooperation Act of 1948, as amended. The present law exists, in 
essentially the same wording, as section 504 of the Mutual Security Act of 1954, 
as amended. Since the International Cooperation Administration is a financing 
not a procuring agency, and because of the wording of the law itself, the basic 
function of the Office of Small Business is that of securing and disseminating 
information. 

A. Section 504 requires that we assist American small business to participate 
equitably in the furnishing of commodities and services financed under this 
act: 

I. “* * * by causing to be made available to suppliers in the United States 
and particularly to small, independent enterprises, information, as far in ad- 
vance as possible, with respect to purchases proposed to be financed with such 
funds. * *: +" 

Although the Office of Small Business was instructed to make such informa- 
tion available, it had no real means, other than voluntary cooperation on the 
part of buyers abroad, to secure the information. (In the period January-June 
of 1951, for example, we were able to publish only 118 trade opportunities.) 
Therefore in October of 1954 ICA Regulation 1 was amended to include a new 
section 201.13, requiring that foreign buyers give the Office of Small Business 
full details of their proposed ICA-financed procurements, in English, in terms 
of United States standards, and sufficiently far in advance of procurement to 
allow time for publication to all interested United*States firms—and in time 
for those firms to submit bids or quotations. (Based on the information so re- 
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ceived, the Office of Small Business was able to publish 2477 individual trade 
opportunities in the period January-June 1958.) This advance procurement 
information is published in small-business circulars, sent without charge to the 
approximately 12,000 firms on our mailing list. A copy of the mailing list request 
form is attached. (Retained in committee files. ) 

Even prior to the issuance of small-business circulars, the Office of Small 
Business publishes procurement information bulletins announcing the alloca- 
tion of funds to foreign governments and giving a brief description of the com- 
modities for which the funds will eventually be spent. Many United States 
firms with active representation abroad welcome this information in advance of 
the small-business circulars giving actual procurement details. Contract notices 
are also published, listing procurement to be made by firms acting as prime con- 
tractors in connection with ICA-financed projects abroad. The Office of Small 
Business is presently making arrangements to receive and publish advance in- 
formation on procurement proposed to be made with Development Loan Fund 
financing, as well. 

II. “* * * by causing to be made available to prospective purchasers in the 
nations receiving assistance * * * information as to commodities and services 
produced by small independent enterprises in the United States * * *” 

In 1951 the Office of Small Business had published, for distribution abroad 
in four languages, the Directory of U. S. Companies (now out of print) listing 
some 10,000 small United States firms that had expressed their interest in 
exporting under this program. In 1953 it distributed abroad the 5-volume 
Directory of Combination Export Managers, listing some 500 CEM’s and the 
five thousand odd United States suppliers they represented. (This directory 
was also distributed in the United States, as an aid to firms too small or inex- 
perienced to export directly, so that they might enlist the aid of a reliable 
CEM to handle their overseas sales.) In 1954 it issued to its entire mailing 
list a tabulation of ICA missions abroad, most of which we had encouraged to 
establish libraries for American manufacturers’ catalogs and literature. This 
listing has been kept completely current, and United States firms are urged 
to submit their catalogs for ready reference abroad. 

Ill. “* * * by providing for additional services to give small business better 
opportunities to participate * * *” 

There are further publications of the Office of Small Business designed to offer 
assistance and guidance to American firms. The small-business memos do not 
contain procurement details, but are a general informational series on subjects 
of interest to exporters, such as the standard terms and conditions for bidding 
to various countries, the catalog library listing referred to previously, etc. To 
the extent limited staff and printing funds permit, Award notices are published 
giving details of completed transactions under ICA financing. A booklet ICA- 
Financed Procurement * * * for the American Businessman, explains ICA- 
financing procedures generally and the services of the Office of Small Business. 
(A current revision is now in the hands of the printers. ) 

In addition to its various publications, the Office of Small Business tries to 
assist the many United States firms that seek help on specific problems through 
correspondence and personal contact. Claims of discrimination or cases of 
violations of section 201.13 of ICA Regulation 1 are investigated promptly, in 
cooperation with the ICA Controller. Close liaison is maintained with ICA mis- 
sions abroad to assure adequate bidding deadlines and use of United States stand- 
ards in commodity specifications. The Office of Small Business shares with 
the United States Department of Commerce the operation of the Contact Clear- 
ing House Service, designed to bring together American and foreign firms 
mutually interested in a licensing or investment agreement. 

The Office of Small Business is also responsible for the implementation and 
enforcement of the ICA marking requirements, assuring that materials supplied 
under the program carry the official ICA emblem. 

B. The problems encountered in the implementation of the ICA small-business 
program are mainly those of educating buyers abroad to a full understanding 
of the requirements of our law and of ICA Regulation 1. Many foreign firms 
are totally unfamiliar with American standards and bnsiness practices, and the 
procurement procedures native to some areas have made it difficult at the start 
to secure the detailed information required. These difficulties must be over- 
come with tact and understanding, since it would not be consistent with the 
accomplishment of the purposes of this act to attempt too hurriedly to enforce 
strange and seemingly cumbersome regulations upon friendly foreign govern- 
ments (and their commercial establishments) with whom we are engaged in a 
program of assistance and cooperation. However in nearly all areas becoming a 
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part of the ICA program these difficulties have been overcome, and informa- 
tion is now being received satisfactorily. 

An example of the difficulties occasionally encountered is that of the three 
countries formerly comprising Indochina—Vietnam, Cambodia, and Laos. Im- 
porters in these areas speak mainly French and are generally quite unused to 
direct trade with the United States. Chaotic conditions there immediately 
following the formation of the three new countries convinced us of the need, at 
the start, for a waiver of the requirements of section 201.13 of ICA Regulation 1. 
Later we began to receive and publish details of procurement being made by 
these Governments, and still later details of procurement by commercial firms of 
so-called capital equipment. It is hoped that arrangements will be completed, 
with the cooperation of ICA missions there, for the submission of details of 
individual purchases to be made by private, commercial firms in these countries, 
under fiscal year 1959 allocations. There are also occasions when because of 
acute political emergency situations or because of health emergencies such 
as epidemics, floods, earthquakes, etc,, the Office of Small Business will waive its 
requirements to expedite necessary rapid procurements. These instances, how- 
ever, are very rare. 

Another problem is the lack of familiarity abroad with United States specifica- 
tion standards. The Office of Small Business frequently receives invitations to 
bid where products of foreign manufacture are specified. The buyers are imme- 
diately instructed to resubmit information based on United States standards; but 
at the same time we encourage American manufacturers to try more actively to 
make their own products known abroad. A foreign buyer familiar only with a 
German brand, for instance, will naturally use its specifications in ordering. 
American producers are advised, not only to be sure their catalogs are on file in 
the libraries abroad, but to initiate a more aggressive sales effort themselves, 
thus creating a knowledge of and a demand for American products. 

C. Since ICA does not procure, and since the Office of Small Business’ role is 
mainly an informational one, there are no current statistics available to show the 
results of the program. In the early years an attempt was made to screen sup- 
pliers’ certifications to show the percentage of participation by American small 
business. The figures (usually indicating 20 to 25 percent participation by small 
United States manufacturers) were admittedly faulty, since so large a proportion 
of ICA-financed exports are handled through exporters who are not required to 
show their source of supply ; and with the consent of the Senate and House Select 
Committees on Small Business, the surveys were discontinued.* 


APPENDIX IIT 


NATIONAL ADVISORY COM MITTEE FOR AERONAUTICS, 
Washington, D. C., August 1, 1958. 
Hon. Grorcre A. SMATHERS, 
Chairman, Government Procurement Subcommittee, 
United States Senate, Washington, D.C. 

DEAR SENATOR SMATHERS: Your letter of July 8, 1958, requested the views of 
the National Advisory Committee for Aeronautics on small-business participa- 
tion in the overall program of this agency. NACA believes in maximum equita- 
ble and proportionate participation by small business in its program. 

The following statistics for fiscal 1957 show the extent of small-business 
participation in NACA procurement, including construction, supplies, equip- 
ment, etc. : 


Total procurement : 


PEMOe OF Q0UONR og oo ee See ee ee 30, 298 

BGO TIVUR Oe ta ee oe ea ae $30, 059, 981 
Purchases from small business: 

Neer OF Ritione oe Oe + 17-082 

AUER A VOINER ook Be ee Be Je * $14, 609, 842 


158.2 percent. 
248.6 percent. 
Figures for fiscal year 1958 are not available at this time. When these become 
available we shall forward them to you. 
Sincerely yours, 
Hueu L. Dryven, Director. 


1 Exhibits of all documents mentioned are retained in committee files. 
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NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS, 
Washington, D. C., August 6, 1958. 
Hon. Grorce A. SMATHERS, 
Chairman, Government Procurement Subcommittee, Select Committee on 
Small Business, United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: In my August 1, 1958, letter I indicated that when fiscal 
year 1958 figures regarding the extent of small-business participation in NACA 
procurement became available they would be forwarded. 

These data are as follows: 


| 
Total procure- | Purchases from 











ment small business 
ae a a a eulerens eases ne | 29, 141 118, 065 
Amount involved--.---.... SAA LA heh ue iin cbiaitians tsaduweaieelils $27, 906, 180 2 $17, 595, 078 


1 Approximately 62 percent. 
2 Approximately 63 percent. 


Contracts for research and development (including construction of research 
facilities) under authority of title 10, United States Code, section 2304 (a) (5) 
and (a) (11) for fiscal year 1958 were as follows: 




















| 
Large Small Educational 
Total business business | and nonprofit 
institutions 
Eg pee 
I | 41 15 16 20 
Se en weneabmamments | $6, 137,720 | $2, 642,979 r= 574, 614 $920, 127 
115 percent. 
3 42 percent. 


As you know, the National Aeronautics and Space Act of 1958 was recently 
enacted into law (Public Law 85-568). The act establishes the National Aero- 
nautics and Space Administration within 90 days of enactment (July 29, 1958) 
using the National Advisory Committee for Aeronautics as its nucleus. The 
act, in section 203 (b) (5), provides that “To the maximum extent practicable 
and consistent with the accomplishment of the purpose of this act, such con- 
tracts, leases, agreements, and other transactions shall be allocated by the 
Administrator in a manner which will enable small-business concerns to 
participate equitably and proportionately in the conduct of the work of the 
Administration.” 

Sincerely yours, 
Hueu L. Dryden, Director. 


APPENDIX IV 
Poor PLANNING, Bap Hasits, AND SMALL BUSINESS?” 
(By Harry B. Yoshpe) 


In the mobilization of the Nation’s resources for defense and war, few prob- 
lems have proven more thorny than that of harnessing the productive potential 
of small businesses. Many such plants have the resources and managerial 
talent required to convert to defense production. Many more can make their 
best contribution by helping to meet the irreducible needs of a sound supporting 
economy. 

Deep cuts in normal lines of work, however, sap the lifeblood of thousands of 
small businesses; and unless the opportunity is afforded them to participate in 
defense and essential civilian production, they face inevitable shutdown, idle- 
ness, and disruption of their organizations. To some extent, the exigencies of 


1 Congressional Record, July 16, 1958, p. A6393. 
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defense and war must take their toll of businesses as they do of human lives 
in combat. The indications are clear, however, that well-considered and timely 
arrangements can go far to effect the necessary adjustments without costly dis- 
sipation of vital productive capacity and with minimum distortions and damage 
to the national economy both in war and its aftermath. 


SOUND PROCUREMENT 


The experience of World War II and of the Korean conflict has pointed up 
this problem and some of the considerations that must go into its resolution in 
any future mobilization of the home front. Among these considerations, none 
perhaps is more important than the orderly planning and conduct of Government 
procurement. Under defense and war conditions, Government procurement 
starts streams of actions that have long-term consequences that cannot easily 
be retraced. It brings with it decisions with reference to the use of existing 
capacity, the building of new facilities, the flow of materials, tools, components, 
manpower, and services. If badly managed, Government procurement not only 
increases costs, but has disruptive effects on the national economy. In these 
circumstances, it is impossible to get the most out of the Nation’s resources, and 
greater dependence must be placed on supporting stabilization and industrial 
production controls. 

No such considerations had entered into Government procurement in the two 
decades of peace preceding World War II. Procurement officers were generally 
restricted by law to the formal-advertising method of contracting. With Gov- 
ernment requirements small and supply sources ample, purchasing under this 
time-honored policy was largely reduced to a routine, mechanical operation— 
soliciting sealed bids and selecting from a wide market contractors best able to 
perform at the lowest cost to the Government. In the event contractors were 
unduly delinquent, their production could be terminated, and favorable market 
conditions, as well as appropriate penalty clauses in contracts, were adequate 
to safeguard the Government’s interest. 

Under defense and war conditions, this leisurely, routine approach had to go 
by the board. The price factor remained important, but it became secondary 
to the basic objective of effective prosecution of the mobilization effort. Supplies 
had to be obtained in a market that was to lose its normal characteristics. The 
impact of mobilization on the economy, moreover, brought to the fore a multi- 
plicity of new considerations which contracting officers could not afford to ignore. 
The scope of these considerations extended beyond the formal mechanics of 
purchasing, embracing such vital details of production as the use of facilities, 
critical tools, materials, manpower, transportation and a host of other pertinent 
factors. To insure proper consideration and intelligent balancing of these novel 
factors in the exercise of their contracting responsibility, procurement officers 
were vested with the negotiating authority. 

Procurement officers were slow, however, to approach their task and exercise 
their broadened authority with the imagination and daring required under the 
changed conditions. In the feverish rush and excitement that marked the Na- 
tion’s rearmament, it was natural that contracting officers should have looked 
askance at some of these new factors in contract placement and at public, con- 
gressional, and civilian mobilization agency pressures for appropriate attention to 
these matters. Every consideration other than the ability to perform at the 
lowest cost to the Government was viewed as sheer politics, and there was no 
small reluctance to burden the purchasing job with broad ideological and other 
principles that might hamper the responsive supply of troops. 

In time, however, it became evident that these novel factors in contract place- 
ment made good sense all around. Concentration on a small number of low- 
cost suppliers might not only prove injurious to the small-business structure of 
the Nation, but it might impair war production itself. The demands on industry 
became so heavy that it was absolutely imperative to broaden the production 
base, and the wider dispersion of orders consequently assumed an importance 
that went far beyond political or sociological considerations. The appearance 
of congestion and labor shortages in many areas indicated the folly of continuing 
to place orders with little or no regard to the availability of manpower. It re- 
quired little imagination to appreciate the wisdom of reserving the capacity of 
specialized firms for research and production on the more complicated munitions 
and contracting with the smaller manufacturing units for the simpler civilian- 
type items. In the face of the many uncertainties of production under emerg- 
ency conditions, the danger of putting all one’s eggs in one basket came to be 
more fully realized. 
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Obviously, these contract-placement factors always had to be subordinated to 
the basic objective of securing performance at the time, in the quantity, and of 
the quality required by the Armed Forces. But as the mobilization program 
mounted in scope and intensity, it became clear that there was far less conflict be- 
tween these objectives than was originally thought. In giving proper considera- 
tion to all these factors—speed of delivery, fairness of price, availability of labor, 
avoidance of undue geographic concentration of contracts, utilization of small 
plants, resort to subcontracting and in-plant training of workers, discouraging 
unnecessary plant expansion, avoidance of wasteful transportation practices and 
of congestion of warehousing, facilities, conservation of special abilities, and the 
like—contracting officers were in a position to contribute materially not only to the 
winning of the war, but also to the reduction of the strains and dislocations which 
inevitably were felt on the economic front. 


THE RECORD 


The task of fitting the Nation’s smaller facilities into their proper niche in a war 
economy posed vast and complicated problems. In World War II, this Nation 
never adequately came to grips with these problems. Prewar plans gave slight 
recognition to the productive potential of small plants. Procurement agencies 
long neglected the smaller firms, and the civilian mobilization agencies could do 
little to check the high degree of concentration of war orders in large corporations. 
Smaller firms were drastically restricted in their attempts to supply civilian 
products, but no well-conceived orderly plans were devised for their integration 
in the war-production program. Administrative mechanisms and programs to 
afford small plants greater opportunities in war production were slow to take 
shape and were none too effective at best. 

In their emphasis on getting out the contracts, loading up industry, and 
getting started on the job of expanding capacity and tooling for production in 
large quantities, the procuring agencies rapidly erected the foundations of a vast 
munitions industry. This was accomplished, however, without proper regard 
for the need for a broad production base and reducing the impact of the defense 
program on the civilian economy. Large firms employing over 500 workers, 
which in 1989 constituted 1.3 percent of the industrial establishments and ac- 
counted for 38.4 percent of the Nation’s industrial output, produced somewhere 
in the neighborhood of 70 percent of the total munitions in World War II. Onthe 
other hand, the smaller plants, which made up 98.7 percent of the 184,230 indus- 
trial enterprises in the country and produced approximately 61.6 percent of the 
$56.8 billion output in 1939, accounted for somewhat less than 30 percent of the 
total munitions production, including both prime contracts and subcontracts at 
all levels. 

What portion of the capacity of small firms could have been converted to muni- 
tions production has never been determined, but it is generally conceded that small 
concerns were not utilized to their fullest possibilities. The disproportionate 
emphasis on large plants was accompanied by unnecessary plant expansions, 
delays and bottlenecks in production, heavy migration of labor from nondefense 
areas, serious congestion and community problems in centers of defense concentra- 
tion, needless strains and distortions on the economic front, an accelerated trend 
toward economic concentration and a threat to the free-enterprise system in the 
postwar period. 

We profited little by this experience in mid-1950, when once again this Nation 
embarked on a vast rearmament program to meet the immediate needs of the 
Korean outbreak and the threat of Communist aggression on a global basis. In 
the development of the Defense Production Act of 1950, the Congress made specific 
provisions for the protection of, and participation by, small manufacturers in the 
programs required to strengthen the security and defense of the country. Re- 
peated pronouncements and regulations of the delegate agencies outlined the neces- 
sary consideration for small business as a part of the strategy of the defense 
mobilization program. Yet in the striking buildup of the mobilization base, the 
Nation again saw a heavy concentration on the facilities of big business. In the 
heavy outpouring of military contracts in the first 6 months of the Korean fighting, 
only 21.3 percent of the total dollar volume went to small plants. Of over $4 bil- 
lions’ worth of tax-amortization certificates granted as of March 23, 1951, ap- 
proximately 50 percent went to 42 of the 100 largest manufacturing corporations 
in the United States. 

Highlighting the Korean emergency experience, the official history of NPA’s 
Office of Small Business had this to say in the way of criticism: 
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“There was a tendency, perhaps understandably so, to ignore or at least to play 
down the position and problems of small business amid the fast-moving programs 
of material control and of industrial expansion. The smaller manufacturer was 
too frequently regarded as unsuited for and unimportant in the vast scheme of 
defense production.” 

To those who might again be called upon to guide the operations of an industrial 
mobilization and material-control agency, it had this one basic recommendation : 

“At the outset the problems, position, and productive potentialities of the 230,000 
or more small manufacturing concerns should be recognized as an important 
economic, as well as production, factor rather than as a group representing a 
convenient political or emotional pawn. * * * The need for, the expense of, and 
the administrative difficulties resulting from the creation and operation of a 
separate small-business agency—SWPC during World War II and SDPA under 
the Defense Production Act of 1950, as amended—arise only through failure to 
forthrightly provide for the situation in basic legislation and the aggressive action 
by the primary agency which would result therefrom.” 


EFFECTIVE MOBILIZATION 


A review of the experience of the past points up the urgency of advance plan- 
ning in peacetime, and some of the most promising lines of such planning for 
the full and effective use of small business in munitions and essential civilian 
production. Of primary importance is the need for a comprehensive, current, 
and readily usable inventory of the capacities of the small producing units. 
At no time during World War II was it possible to state with any degree of 
accuracy how many of the Nation’s total manufacturing establishments could be 
used effectively, in whole or in substantial part, for defense purposes. In the 
military services and the civilian mobilization agencies as well, it was generally 
believed that only a minor fraction of small plants, confined largely to the 28,000 
metalworking industries, were adaptable to munitions production. Those specifi- 
cally charged with the responsibility for small-plant mobilization were more 
optimistic, their estimates of convertible plants ranging from 45,000 to 58,000. 
Without specific, current data on the location, management, engineering, finan- 
cial status, tooling, and capacity of the Nation’s industrial plants, it was impos- 
sible to develop a sound program for fitting small facilities into the war effort. 

In the absence of dependable facilities data, the feeling was widespread that 
small plants could not be drawn into the mobilization effort. Yet, repeatedly, 
small plants demonstrated a high degree of flexibility anu adaptability to the 
production of munitions. Such conversion was not confined to the metalworking 
plants, but ran the gamut of the entire industrial structure. The records of 
SWPC are replete with cases of radical conversion by small facilities. Furni- 
ture manufacturers, for example, turned their energies and resources to the pro- 
duction of wooden cargo bodies and magnesium bomb noses. A cosmetics plant 
shifted to the splitting of mica for electric condensers. A supplier of cube-steak 
machines and french-fry cutters turned to metal armament parts and rigging 
work, based on wire rope and splicing. Manufacturers of women’s wearing 
apparel and chenille bedspreads converted to the production of bomb para- 
chutes. Similarly, ladies’ hats gave way to haversacks and Navy hammocks; 
tobacco pipes to steering engine parts for ships; builders of wood materials to 
ammunition crates and shell boxes; paint cans to jigs and fixtures; electric heat- 
ing pads to jungle ponchos; permanent-waving machinery to tools, jigs, dies, 
and machine parts; umbrellas and awnings to duffle bags, canvas cot covers, and 
parachutes for 23-pound fragmentation bombs; lamp shades to medical supplies, 
switchboxes, and bomb-fragmentation parachute assemblies; and cigarette and 
vanity cases to incendiary bombs, rotating bands, and ammunition containers. 

With appropriate guidance and some engineering assistance, such conversions 
have been, and can again be, effected to the benefit of the war effort and the 
economy as a whole. With the set-aside of minor quantities of critical materials 
for them, small plants that cannot be converted can render vital service in essen- 
tial civilian and defense-supporting activities. With firms thus playing their 
appropriate roles in basic defense and civilian production, few indeed need close 
their doors for the duration or find themselves permanently disabled. 

Because small plants have their place in a war economy, responsibility for 
their effective use should have been shared by all departments and agencies, civil 
and military, whose activities bore on their problems. It was the public and 
congressional impatience with the fumbling and ineptitude of the mobilization 








180 SMALL BUSINESS PROCUREMENT PROGRAMS 


agencies on this score which led to the creation of SWPC in World War II. 
Much of the same experience in the Korean crisis prompted the establishment of 
SDPA. There should have been no need to set up agencies specifically for the 
purpose of championing the cause of small business, with the implication that 
everyone else had to be needled or badgered into acceptance. As long as it was 
the expressed policy of the Government to make full use of facilities of small 
business in defense and war, all agencies should have been made responsible and 
held accountable for the effective implementation of this policy. 

For their part, Government procurement agencies must be prepared to shed 
ingrained habits of thought and practice which militate against the wide 
diffusion of contracts to smaller plants. Psychological attitudes, policies, and 
organizations developed over the years had made procurement officers reluctant 
to do business with other than the largest, experienced, and most responsible 
concerns. Unaware of the productive capacity and adaptability of many small 
concerns, they were haunted by the fear that their use might retard procurement. 
To the procurement officers, these small facilities were like “babes in the woods” 
that would have to be given “personalized service” if they were to perform 
Satisfactorily on their contracts. Few such firms had previous experience with 
Government work, and a tremendous educational job was involved in getting 
them to realize the importance of full compliance with specifications and con- 
tract requirements. Many lacked funds or credit, adequate plant supervision, 
or proper cost accounting and inspection methods. Their operating and 
managerial personnel would have to be retrained and their business methods 
and packing, marking, and crating practices readjusted to bring them into 
line with Government standards. Small wonder, then, that contracting officials, 
conscious of their responsibilities for the expenditure of appropriated funds 
and for getting timely production of acceptable supplies at the lowest cost to 
the Government, were loath to gamble on unknown suppliers. 

The difficulties which procurement officers saw in dealing with small plants 
were often far from imaginary. They were, however, the result of long neglect 
of small plants in Government procurement. In peacetime, under normal con- 
ditions, few small plants showed much interest in Government orders. With 
the depression of the 1930’s and the initiation of defense preparations at the 
close of that decade, interest in Government business became more widespread. 
It was almost impossible, however, for small plants to hurdle the many barriers 
in their way. They could not afford to maintain representatives in Washington 
or in distant central field procurement offices to solicit orders. The shortness 
of time allowed for the return of bid invitations made it impossible in many 
instances to make proper estimates for the submission of bids. Specifications, 
drawings and plans were not always available in suffiicient time to permit 
adequate study prior to the submission of bids. In many cases bid information 
and the specifications were so inadequate in detail that it was impossible for 
any but previous suppliers to bid on requirements. Failure to bid on several 
occasions would result in the dropping of potential suppliers from the bidders’ 
lists, even though the above-mentioned difficulties might have been responsible 
for such failure. 

Though authority was granted in an act of July 2, 1940, to depart from peace- 
time procurment methods whenever necessary to expedite the national defense, 
the policies pursued were far from those contemplated under the prewar pro- 
curement planning program. Formal advertising and competitive bidding per- 
sisted; orders were placed without regard to the allocation boundaries worked 
out for the various services; and the whole system of M-day procurement based 
on schedules of production signed by allocated facilities within the districts 
became overlaid with a conflicting pattern of current orders. Much the same 
experience was repeated with the launching of the Nation’s rearmament pro- 
gram following the outbreak of the Korean war. 

Even following the scrapping of the formal advertising method in the spring 
of 1942, the negotiating technique was not always used with the degree of 
flexibility contemplated and required for the most effective prosecution of the 
mobilization effort. Fearful of criticism or of charges of favoritism, procurement 
officers were reluctant to employ the negotiating method on a basis other than 
the solicitation of informal bids or quotations and award to the lowest re- 
sponsible bidders. In these circumstances, it was difficult to achieve a proper 
consideration of the various factors other than price prescribed for guidance in 
the contract placement 

Bid prices of small plants, experience indicated, often yielded important sav- 
ings to the Government. Contrary to prevailing opinions, even imbedded in 
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legislation authorizing price differentials, there was no inevitable correlation 
between plant size and unit costs which found their translation into bid prices. 
In one case, a saving of about one and one-half million dollars was effected by 
arranging the placement with smaller plants of a portion of a large procurement 
of insect repellent by the Quartermaster Corps, simply through the process of 
inducing reductions in the bid prices paid to all suppliers. Similar cases occurred 
in the procurement of chemical kits, field sterilizers, screw drivers, coupling 
gaskets, goggles for fliers, electric heaters, relays, bins, shelves, and body as- 
semblies, shock aborbers, photographic trimmers, cameras, and other items. 
The payment of price premiums to small plants was permissive and not manda- 
tory, and was rarely invoked. Where allowed, the savings in otherwise needless 
expansion of facilities at Government expense, either directly or through tax 
deductions, were believed to have more than equalized the account from the 
standpoint of the public. 

The conglamorate pattern of procurement offices, with considerable shifting 
and compromise between centralization and commodity specialization on the 
one hand and district geographic lines of organization on the other, added to 
the harassment of small plants in their quest for defense orders. Centralization 
and commodity specialization of procurement organization were most generally 
used because these forms clearly had many advantages in terms of economy and 
effective control. This organization pattern avoided costly duplication of re- 
search, engineering, technical, procurement, legal, and administrative staffs. 
Uniformity of procedures was insured. Centralized procurement minimized the 
problem of coordinating results of negotiations at various points and avoided 
interference in the market by the solicitation of quotations from different pur- 
chasing agents. 

Stategic and contract dispersal objectives, however, were not best served by 
centralized procurement organizations. The concentration of facilities and 
trained staffs at single points, whether in Washington or in the field, hardly 
provided the reserves so essential in the event of disruption by enemy attack. 
Centralization brought with it, too, a concentration of know-how, with an at- 
tendant reluctance to entrust the contract placement job to district representa- 
tives closer to the points of manufacture. Inevitably, with commodity procure- 
ment depots located to close proximity to the area of greatest concentration of 
the particular industries, contracting officers tended to place orders in their 
own backyard. Small plants distant from central procurement points often 
found themselves at a distinct disadvantage in obtaining quotations and samples, 
in estimating costs, in sending in bids, and in resolving questions incident 
thereto. Centralization further was conducive to long hauls and unnecessary ex- 
pense in distributing items from manufacturing plants to storage points. 

Even under the pressures of emergency and war conditions, however, much 
was done to cut away the brush in the Government procurement jungle and to 
facilitate a greater spread of the defense load. Large orders were broken down 
to permit multiple awards. In some cases, distributive buying, with intraregional 
rather than nationwide bidding, permitted the introduction of qualified manu- 
facturers previously handicapped by higher operating costs. A number of dis- 
tressed or labor surplus areas were relieved by according them preferential 
consideration in contracting. More time was given for the notification of pro- 
curements and for the submission and inspection of bids. Requirements for 
the posting of performance bonds were made less rigid. Financial aids, through 
assignment of claims under contracts, through advance, partial and progress 
payments, through bank loan commitments and guaranties, and through special 
credit extension by Federal lending agencies, helped small plants to follow 
through on going contracts and to prepare for further orders. Satisfactory 
arrangements were ultimately effected for the advance planning of procure- 
ments and for the reservation of appropriate items or quantities for production 
by the smaller units. Though the results fell short of the objectives, significant 
gains were made in subcontracting by encouraging the farming out or exploding 
of appropriate items and the pooling of satellite facilities under parent plants 
for the production of bits and pieces. 

A number of these emergency and wartime changes have been made standing 
operating procedure in the current scene. In close working partnership, the 
civilian and military agencies concerned can plan further to remove such ob- 
stacles as remain to block the effective mobilization of small plants. Together 
they can develop and maintain a thorough inventory of America’s plant and 
machine capacity. Procurement policies, organizations, and procedures can be 
further adjusted for effective responsiveness to the needs of war. Ways and 
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means must be found to insure the more widespread use of subcontracting. 
Proposals for facility expansions must be more closely scrutinized and controlled 
to insure full use of open capacity in existing plants. Plans can be laid for the 
formation and use of industry pools with responsible management and financial 
standing and keyed to the production of specific classes of items needed in the 
mobilization program. Financial aids and engineering services to small plants 
can help them in taking on war work, in handling subcontracts, or in converting 
to essential civilian production. Promotional activities, including clinics and 
exhibits, guides to procurement offices, and detailed shopping lists, can help 
small plants to know the requirements of the Armed Forces, to establish the 
necessary contacts, and to figure out whether they can contribute to the meeting 
of military needs. 

There is much background of emergency and wartime experience, both good 
and bad, that bears intimately on all of these program elements. The record 
of this experience should be reviewed critically by those now charged with 
planning for the future. The mistakes, the faltering steps, and the successes 
of the past can all be put to profitable use in coping with the problems of how 
best to help small business make its necessary contributions and weather the 
storm and stress of defense and war. 


x 








